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DIGEST  OF  PUBLIC  LAW  248 


PUBLIC  LAW  248.  OOVERMffiNT  CORPORATION  CONTROL  ACT.  Provides  for  sub¬ 
mission  of  annual,  business-type  budgets  by  each  ’wholly  owned  Government 
corporation  by  September  15  of  each  year;  authorizes  the  President  to 
change  such  budgets;  requires  him  to  submit  them  to  Congress  as  parts 
of  the  regular  Budget,  beginning  with  the  fiscal  year  1947;  and  authorizes 
amendments  to  the  Budgets  from  time  to  time.  Provides  for  consideration 
of  these  budgets  by  Congress  and  the  enactment  of  legislation,  if  neces¬ 
sary,  making  financial  resources  available.  Provides  that  this  require¬ 
ment  shall  not  prevent  such  corporations  from  making  commitments  without 
regard  to  fiscal-year  limitations.  Provides  for  commercial-type  audits 
of  the  financial  transactions  of  wholly  owned  ard  mixed-ownership  Govern¬ 
ment  comorations  by  the  General  Accounting  Office,  commencing  with  the 
fiscal  year  1947  (some  of  the  audit  requirements  were  already  in  effect 
under  the  George  Act).  Requires  the  Comptroller  General  to  report  to 
Congress  on  his  audits  for  each  fiscal  year,  not  later  than  the  following 
January  15.  Permits  the  Budget  Director,  with  the  President's  approval, 
to  make  recommendations  as  to  these  corporate  fiscal  activities  which 
could  be  handled  in  the  same  manner  as  those  of  a  regular  Government 
agency.  Directs  the  President  to  include  in  the  annual  Budgret  any  recom¬ 
mendations  he  may  have  as  to  the  return  of  Government  capital  to  the 
Treasury  by  mixed-ownership  corporations.  Requires  reimbursement  by  the 
corporations  to  G.  A.  0.  for  the  cost  of  audits,  prohibits  use  of  Govern¬ 
ment  corporation  funds  for  additional  contracts  for  private  audits,  re- 
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quires  G.  A.  0.  to  use  to  the  fullest  practicable  extent  reports  on 
Government  corporations  made  by  supervising  administrative  agencies, 
and  provides  that  audits  under  this  Act  shall  be  in  lieu  of  existing 
requirements  of  law.  Except  for  certain  F.  C.  A.  agencies,  provides  for 
the  keeping  of  banking  and  checking  accounts  of  Government  corporations 

l 

with  the  U.  3.  Treasurer,  Federal  Reserve  banks,  or  others  designated 
by  Treasury,  unless  Treasury  waives  this  provision.  Requires  Government- 
corporation  obligations  which  are  offered  to  the  public  to  be  approved 
as  to  terms  and  conditions  by  Treasury.  Prohibits  sale  or  purchase  of 
IT.  S.  obligations  by  Government  corporations  and  interest  in  excess  of 
$100,000  without  Treasury  approval;  exempts  certain  F.  0.  A.  agencies 
from  this  requirement  but  requires  them  to  consult  with  Treasury.  Pro¬ 
hibits  any  corporation  from  being  set  up  or  acquired  by  the  Government 
without  congressional  approval.  Requires  liquidation  of  all  Government 
corporations  set  up  under  State  or  local  law,  by  June  30,  194B,  but 
provides  for  reincorporation  of  such  corporations  by  Congress. 
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February  5,  1945 

February  7,  1945 

February  14,  1Q45 

April  20,  1945 
May  23,  1945 
July  3,  1945 

July  5,  1945 

September  6,  1945 

September  12,  1945 
September  13 ,  1945 
September  14,  1°45 

November  2,  1945 

November  23,  1945 
December  6,  1945 


S.  469  introduced  by  Nr.  Byrd  and  referred  to  the 
Senate  Committee  on  Banking  and  Currency.  Print 
of  the  bill  as  introduced.  (Companion  bill) 

n.  R.  2051  introduced  by  ^r.  Case  and  referred  to 
the  uouse  Committee  on  Expenditures.  Print  of  the 
bill  as  introduced.  (Companion  bill) 

F.  R.  2177  introduced  by  Nr.  Whittington  and  refer¬ 
red  to  the  House  Committee  on  Expenditures.  Com¬ 
mittee  print  and  print  of  the  bill  as  introduced. 
(Companion  bill'* 

Hearings:  Senate,  S.  4&9. 

Hearings:  House,  H.  R.  2177. 

H.  R.  3660  introduced  by  Mr.  Whittington  and  refer¬ 
red  to  the  House  Committee  on  Expenditures  in  the 
Executive  Departments.  Print  of  the  bill  as  intro¬ 
duced. 

House  Committee  on  F>xpenditures  reported  H.  R.  3660 
without  amendment.  House  Report  856.  Print  of  the 
bill  as  reported. 

Rules  Committee  reported  H.  Res.  339  for  consider¬ 
ation  of  H.  R.  3660.  House  Report  942.  Print  of 
the  Resolution  and  Report. 

H.  R.  3660  debated  in  House  and  passed  without 
amendment. 

• 

Speech  of  John  W.  Flanragan,  Jr.  on  Financial 
Control  of  Government  Corporations. 

H.  P. .  3660  referred  to  Senate  Committee  on  Bank¬ 
ing  and  Currency.  Print  of  the  bill  as  referred 
to  the  Committee. 

Senate  Committee  reported  H.  R.  3660  without  amend¬ 
ment.  Senate  Report  694.  Print  of  the  bill  as 
reported. 

Discussed  in  Senate  and  passed  as  reported. 
Approved.  Public  law  248. 
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79th  CONGRESS 
1st  Session 


S.  469 


IN  THE  SENATE  OE  THE  UNITED  STATES 


February  5, 1945 

Mr.  Byrd  (for  himself  and  Mr.  Butler)  introduced  the  following  bill;  which 
was  read  twice  and  referred  to  the  Committee  on  Banking  and  Currency 


A.  B I LL 


To  provide  for  financial  control  of  Government  corporations. 

1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  “Government  Corporation 

4  Control  Act”. 

5  DECLARATION  OF  POLICY 

6  Sec.  2.  It  is  hereby  declared  to  be  the  policy  of  the 

7  Congress  to  bring  Government  corporations  and  their  trans- 

8  actions  and  operations  under  annual  scrutiny  by  the  Congress 

9  and  provide  current  financial  control  thereof. 
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TITLE  I— WHOLLY  OWNED  GOVERNMENT 
CORPORATIONS 

Sec.  101.  As  used  in  this  Act  the  term  “wholly  owned 
Government  corporation”  means  the  Commodity  Credit  Cor¬ 
poration;  Eederal  Intermediate  Credit  Banks;  Production 
Credit  Corporations;  Regional  Agricultural  Credit  Corpora¬ 
tions;  Farmers  Home  Corporation;  Eederal  Crop  Insurance 
Corporation;  Federal  Farm  Mortgage  Corporation;  Federal 
Surplus  Commodities  Corporation;  Reconstruction  Finance 
Corporation;  Defense  Plant  Corporation;  Defense  Supplies 
Corporation;  Metals  Reserve  Company;  Rubber  Reserve 
Company ;  War  Damage  Corporation;  Federal  National 
Mortgage  Association;  The  RFC  Mortgage  Companj^; 
Disaster  Loan  Corporation ;  Inland  Waterways  Corporation ; 
Warrior  River  Terminal  Company;  The  Virgin  Islands  Com¬ 
pany;  Federal  Prison  Industries,  Incorporated;  United  States 
Spruce  Production  Corporation;  Institute  of  Inter- American 
Affairs;  Institute  of  In  ter- American  Transportation;  Inter- 
American  Educational  Foundation,  Incorporated;  Inter- 
American  Navigation  Corporation;  Prencinradio,  Incor¬ 
porated;  Cargoes,  Incorporated;  Export-Import  Bank  of 
Washington;  Petroleum  Reserves  Corporation;  Rubber  De¬ 
velopment  Corporation ;  United  States  Commercial  Com¬ 
pany;  Smaller  War  Plants  Corporation;  Federal  Public 
Housing  Authority  (or  United  States  Housing  Authority) 
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and  including  public  bousing  projects  financed  from  appro¬ 
priated  funds  and  operations  thereof;  Defense  Homes  Cor¬ 
poration;  Federal  Savings  and  Loan  Insurance  Corporation; 
Home  Owners’  Loan  Corporation;  United  States  Housing 
Corporation;  Federal  Deposit  Insurance  Corporation; 
Panama  Railroad  Company;  Tennessee  Valley  Authority; 
Tennessee  Valley  Associated  Cooperatives,  Incorporated; 
and  any  other  corporation  which  is  wholly  owned  by  the 
United  States  Government  or  b}7  any  agency  thereof,  includ¬ 
ing  Government  corporations. 

Sec.  102.  Each  wholly  owned  Government  corporation 
shall  cause  to  be  prepared  annually  a  budget  program 
covering  all  operations  for  the  ensuing  fiscal  year  with 
comparisons  with  the  current  fiscal  year  and  the  last  com¬ 
pleted  fiscal  year.  Such  budget  programs  shall  be  submitted 
to  the  Bureau  of  the  Budget  at  the  time  prescribed  for 
the  submission  of  the  estimates  of  appropriations  by  the 
regular  Government  departments  and  establishments  and 
shall  be  transmitted  by  the  President  to  the  Congress  in 
the  annual  Budget;  except  that  the  first  budget  programs 
shall  be  submitted  as  soon  as  practicable  after  the  date 
of  enactment  of  this  Act. 

Sec.  103.  The  Bureau  of  the  Budget,  under  such  rules 
and  regulations  as  the  President  may  establish,  is  authorized 
and  directed  to  prescribe  the  form  and  content  of,  and  the 
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manner  in  which  such  budget  programs  shall  be  prepared 
and  presented;  but  all  such  budget  programs  shall  contain 
specific  estimates  of  administrative  expenses  and  estimates 
of  necessary  borrowing  b}^  the  corporation  concerned,  to¬ 
gether  with  the  estimates  of  the  amount  of  Government 
capital  funds  which  shall  be  returned  to  the  Treasury 
during  the  fiscal  }^ear  or  the  appropriations  required  to 
provide  for  the  reissuanoe  of  authorized  capital  or  the 
restoration  of  capital  impairments.  Such  budget  programs 
shall  be  considered  and  shall  be  included  in  the  annual 
Budget  in  the  same  manner,  as  nearly  as  practicable,  as 
are  the  estimates  and  other  information  submitted  in  ac¬ 
cordance  with  the  Budget  and  Accounting  Act,  1921. 
Budget  programs  so  submitted  to  the  Congress  shall  be 
considered  and  approved,  modified,  or  prohibited  by  it,  in 
the  same  manner,  as  nearly  as  practicable,  as  appropriations 
are  considered  and  made  b}^  Congress. 

The  Budget  program  may,  whenever  deemed  neces¬ 
sary,  include  and  set  forth  specifically,  requests  for  authori¬ 
zation  to  cover  possible  emergency  or  contingent  operations 
in  the  ensuing  year,  but  operations  thereunder  shall  be 
initiated  only  after  approval  by  the  President  and  shall  be 
reported  to  the  Congress  from  time  to  time  but  not  later 
than  the  time  for  transmittal  of  the  next  annual  Budget. 

Sec.  104.  No  wholly  owned  Government  corporation 
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shall  transact  any  business  in  any  fiscal  year  except  such 
business  as  is  authorized  by  Act  of  Congress  as  a  part  of  its 
budget  program  for  such  fiscal  year,  and  no  expenditures 
for  administrative  expenses  in  any  fiscal  year  shall  be 
made  by  any  such  corporation  except  in  the  amounts  author¬ 
ized  and  made  available  b)^  Congress  for  such  fiscal  year. 
No  funds  so  made  available  by  the  Congress  for  administra¬ 
tive  expenses  shall  be  obligated  or  expended  unless  and 
until  an  appropriation  account  shall  have  been  established 
therefor  pursuant  to  an  appropriation  warrant  or  a  covering- 
warrant,  and  funds  so  made  available  shall  be  subject  to 
apportionment  by  the  Bureau  of  the  Budget,  and  claims  and 
accounts  thereunder  to  adjustment  and  settlement  by  the 
General  Accounting  Office  under  title  III  of  the  Budget  and 
Accounting  Act,  1921.  This  section  shall  take  effect  with 
respect  to  wholly  owned  Government  corporations  or  groups 
of  corporations  at  the  earliest  possible  date  following  the 
enactment  of  this  Act,  as  determined  by  the  President,  but 
no  later  than  July  1,  1946. 

Sec.  105.  The  financial  transactions  of  wholly  owned 
Government  corporations  shall  be  audited  by  the  General 
Accounting  Office  in  accordance  with  the  principles  and 
procedures  applicable  to  commercial  corporate  transactions 
and  under  such  rules  and  regulations  as  may  be  prescribed 
by  the  Comptroller  General  of  the  United  States.  The  audit 
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shall  be  conducted  at  the  place  or  places  where  the  accounts 
of  the  respective  corporations  are  normally  kept.  The  rep¬ 
resentatives  of  the  General  Accounting  Office  shall  have 
access  to  all  hooks,  accounts,  financial  records,  reports,  files, 
and  all  other  papers,  things,  or  property  belonging  to  or  in 
use  by  the  respective  corporations  and  necessary  to  facilitate 
the  audit,  and  they  shall  be  afforded  full  facilities  for  verg¬ 
ing  transactions  with  the  balances  or  securities  held  by 
depositaries,  fiscal  agents,  and  custodians.  The  audit  shall 
begin  with  the  first  fiscal  year  commencing  after  the  enact¬ 
ment  of  this  Act. 

Sec.  106.  A  report  of  each  such  audit  for  each  fiscal 
year  ending  on  June  30  shall  be  made  by  the  Comptroller 
General  to  the  Congress  not  later  than  January  15  following 
the  close  of  the  fiscal  year  for  which  such  audit  is  made. 
The  report  shall  set  forth  the  scope  of  the  audit  and  shall 
include  a  statement  (showing  intercorporate  relations)  of 
assets  and  liabilities,  capital  and  surplus  or  deficit  ;  a  state¬ 
ment  of  surplus  or  deficit  analysis;  a  statement  of  income 
and  expense;  and  such  comments  and  information  as  may 
be  deemed  necessary  to  keep  Congress  informed  of  the  opera¬ 
tions  and  financial  condition  of  the  several  corporations, 
together  with  such  recommendations  with  respect  thereto  as 
the  Comptroller  General  may  deem  advisable,  including  a 
report  of  any  impairment  of  capital  noted  in  the  audit  and 
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recommendations  for  the  return  of  such  Government  capital 
or  the  payment  of  such  dividends  as,  in  his  judgment,  should 
be  accomplished.  The  report  shall  also  show  how  the  budget 
program  (herein  provided)  was  executed  and  specifically 
any  program,  expenditure,  or  other  financial  transaction  or 
undertaking,  which,  in  the  opinion  of  the  Comptroller  Gen¬ 
eral,  has  been  carried  on  or  made  without  authority  of  law. 
A  copy  of  each  report  shall  be  furnished  to  the  President  and 
to  the  corporation  concerned  at  the  time  submitted  to  the 
Congress. 

Sec.  107.  No  additional  Government  capital  or  paid-in 
surplus  shall  be  subscribed  or  paid  in  to  any  wholly  owned 
Government  corporation  except  pursuant  to  specific  appro¬ 
priation  therefor  hereafter  made. 

Sec.  108.  Whenever  it  is  deemed  by  the  Director  of 

«/ 

the  Bureau  of  the  Budget,  with  the  approval  of  the  Presi¬ 
dent,  to  be  practicable  and  in  the  public  interest  that  any 
wholly  owned  Government  corporation  be  treated  with  re¬ 
spect  to  its  appropriations,  expenditures,  receipts,  accounting 
and  other  fiscal  matters  as  if  it  were  a  Government  agency 
other  than  a  corporation,  the  Director  shall  include  in  con¬ 
nection  with  the  budget  program  of  such  corporation  in 
the  Budget  a  recommendation  to  that  effect.  If  the  Congress 
approves  such  recommendation  in  connection  with  the  budget 
program  for  any  fiscal  year,  such  corporation,  with  respect 
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to  subsequent  fiscal  years,  shall  be  regarded  as  an  estab¬ 
lishment  other  than  a  corporation  for  the  purposes  of  the 
Budget  and  Accounting  Act,  1921,  and  other  provisions  of 
law  relating  to  appropriations,  expenditures,  receipts,  ac¬ 
counts,  and  other  fiscal  matters,  and  shall  not  be  subject  to 
the  provisions  of  this  Act  other  than  this  section.  The 
corporate  entity  shall  not  be  affected  by  this  section. 

TITLE  II— MIXED  OWNERSHIP  GOVERNMENT 

CORPORATIONS 

Sec.  201.  As  used  in  this  Act  the  term  “mixed-owner¬ 
ship  Government  corporations”  means  ( 1 )  the  Central 
Bank  for  Cooperatives  and  the  regional  banks  for  coopera¬ 
tives,  (2)  Federal  land  banks,  and  (3)  Federal  home-loan 
banks.  Any  of  such  banks  from  which  Government  capital 
has  been  entirely  withdrawn,  and  during  the  period  such 
bank  remains  without  Government  capital,  shall  not  be 
subject  to  the  provisions  of  this  title. 

Sec.  202.  The  financial  transactions  of  mixed-owner¬ 
ship  Government  corporations  shall  be  audited  by  the  Gen¬ 
eral  Accounting  Office  in  accordance  with  the  principles 
and  procedures  applicable  to  commercial  corporate  transac¬ 
tions  and  under  such  rules  and  regulations  as  may  be  pre¬ 
scribed  by  the  Comptroller  General  of  the  United  States. 
The  Audit  shall  be  conducted  at  the  place  or  places  where 
the  accounts  of  the  respective  corporations  are  normally 
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kept.  The  representatives  of  the  General  Accounting  Office 
shall  have  access  to  all  books,  accounts,  financial  records, 
reports,  files,  and  all  other  papers,  things,  or  property  be¬ 
longing  to  or  in  use  by  the  respective  corporations  and  neces¬ 
sary  to  facilitate  the  audit,  and  they  shall  he  afforded  full 
facilities  for  verifying  transactions  with  the  balances  or  se¬ 
curities  held  by  depositaries,  fiscal  agents,  and  custodians. 
The  audit  shall  begin  with  the  first  fiscal  year  commencing 
after  the  enactment  of  this  Act. 

Sec.  203.  A  report  of  each  such  audit  for  each  fiscal 
year  ending  on  June  30  shall  be  made  by  the  Comptroller 
General  to  the  Congress  not  later  than  January  15,  following 
the  close  of  the  fiscal  year  for  which  such  audit  is  made. 
The  report  shall  set  forth  the  scope  of  the  audit  and  shall 
include  a  statement  (showing  intercorporate  relations)  of 
assets  and  liabilities,  capital  and  surplus  or  deficit;  a  state¬ 
ment  of  surplus  or  deficit  analysis;  a  statement  of  income 
and  expense;  and  such  comments  and  information  as  may 
be  deemed  necessary  to  keep  Congress  informed  of  the  oper¬ 
ations  and  financial  condition  of,  and  the  use  of  Government 
capital  by,  each  such  corporation,  together  with  such  recom¬ 
mendations  with  respect  thereto  as  the  Comptroller  General 
may  deem  advisable,  including  a  report  of  any  impairment 
of  capital  or  lack  of  sufficient  capital  noted  in  the  audit  and 
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recommendations  for  the  return  of  such  Government  capital 
or  the  payment  of  such  dividends  as,  in  his  judgment,  should 
be  accomplished.  A  copy  of  each  report  shall  be  furnished 
to  the  President  and  to  the  corporation  concerned  at  the  time 
submitted  to  the  Congress. 

Sec.  204.  (a)  No  additional  Government  capital  or 
paid-in  surplus  shall  be  subscribed  or  paid  in  to  any  mixed 
ownership  Government  corporation  except  pursuant  to  spe¬ 
cific  appropriation  therefor  hereafter  made. 

(b)  The  President  shall  include  in  the  annual  Budget 
any  recommendations  he  may  wish  to  make  as  to  the  return 
of  Government  capital  to  the  Treasury  by  any  mixed-owner¬ 
ship  corporation. 

TITLE  III— GENERAL  PROVISIONS 
Sec.  301.  The  expenses  of  auditing  the  financial  trans¬ 
actions  of  wholly  owned  and  mixed  ownership  Government 
corporations  as  provided  in  sections  105  and  202  of  this 
Act  shall  be  borne  out  of  appropriations  to  the  General  Ac¬ 
counting  Office  and  appropriations  in  such  sums  as  may  be 
necessary  are  hereby  authorized  for  the  purpose. 

Sec.  302.  The  banking  or  checking  accounts  of  all 
wholly  owned  and  mixed  ownership  Government  corpora¬ 
tions  shall  be  kept  with  the  Treasurer  of  the  United  States, 
or,  with  the  approval  of  the  Secretary  of  the  Treasury,  with 
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a  Federal  Reserve  bank,  or  with  a  designated  depositary 
or  fiscal  agent  of  the  United  States. 

Sec.  303.  (a)  All  bonds,  notes,  debentures,  and  other 
similar  obligations  which  are  hereafter  issued  by  any  wholly 
owned  or  mixed  ownership  Government  corporation  shall 
be  in  such  forms  and  denominations,  shall  have  such  matu¬ 
rities,  shall  bear  such  rates  of  interest,  shall  be  subject  to  such 
terms  and  conditions,  shall  be  issued  in  such  manner  and  at 
such  times  and  sold  at  such  prices  as  may  be  approved  b}^  the 
Secretary  of  the  Treasury. 

(b)  Hereafter,  no  direct  obligation  of  the  United  States, 
and  no  obligation  guaranteed  by  the  United  States  as  to 
principal  or  interest,  or  both,  which  are  held  or  owned  by 
any  wholly  owned  or  mixed  ownership  Government  corpora¬ 
tion  shall  be  sold,  nor  shall  any  such  obligation  be  purchased 
by  any  such  corporation  without  the  approval  of  the  Secretary 
of  the  Treasury. 

(c)  The  Secretary  of  the  Treasury  is  hereby  authorized 
to  exercise  any  of  the  functions  vested  in  him  by  this  section 
through  any  officer  or  employee  of  any  agency  whom  he 
may  designate  for  such  purpose. 

Sec.  304.  (a)  Ho  corporation  shall  be  created  hereafter 
by  any  officer  or  agency  of  the  Federal  Government  or  by 
any  Government  corporation,  except  by  direct  congressional 
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1  action  or  pursuant  to  Act  of  Congress  specifically  authorizing 

2  the  creation  of  such  corporation. 

3  (b)  Any  such  corporation  hereafter  created  shall  be 

4  subject  to  the  provisions  of  this  Act. 

5  Sec.  305.  All  laws  and  parts  of  laws  in  conflict  with 

6  this  Act,  to  the  extent  of  such  conflict,  are  hereby  repealed. 
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79th  CONGRESS  f  T  T% 

1st  Session  J£#  ZU5  1 


IN  THE  HOUSE  OE  REPRESENTATIVES 

February  7, 1945 

Mr.  Case  of  South  Dakota  introduced  the  following  bill;  which  was  referred 
to  the  Committee  on  Expenditures  in  the  Executive  Departments 


A  BILL 

To  provide  for  financial  control  of  Government  corporations. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tines  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  “Government  Corporation 

4  Control  Act”. 

5  DECLARATION  OF  POLICY 

6  Sec.  2.  It  is  hereby  declared  to  be  the  policy  of  the 

7  Congress  to  bring  Government  corporations  and  their  trans- 

8  actions  and  operations  under  annual  scrutiny  by  the  Congress 

9  and  provide  current  financial  control  thereof. 
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TITLE  I— WHOLLY  OWNED  GOVERNMENT 
CORPORATIONS 

Sec.  101.  As  used  in  this  Act  the  term  “wholly  owned 
Government  corporation”  means  the  Commodity  Credit  Cor¬ 
poration;  Eederal  Intermediate  Credit  Banks;  Production 
Credit  Corporations;  Regional  Agricultural  Credit  Corpora¬ 
tions;  Farmers  Home  Corporation;  Federal  Crop  Insurance 
Corporation;  Federal  Farm  Mortgage  Corporation;  Federal 
Surplus  Commodities  Corporation;  Reconstruction  Finance 
Corporation;  Defense  Plant  Corporation;  Defense  Supplies 
Corporation;  Metals  Reserve  Company;  Rubber  Reserve 
Company;  War  Damage  Corporation;  Federal  National 
Mortgage  Association;  The  RFC  Mortgage  Company; 
Disaster  Loan  Corporation;  Inland  Waterways  Corporation; 
Warrior  River  Terminal  Company;  The  Virgin  Islands  Com¬ 
pany;  Federal  Prison  Industries,  Incorporated;  United  States 
Spruce  Production  Corporation;  Institute  of  Inter-American 
Affairs;  Institute  of  Inter- American  Transportation;  Inter- 
American  Educational  Foundation,  Incorporated;  Inter- 
American  Navigation  Corporation;  Prencinradio,  Incor¬ 
porated;  Cargoes,  Incorporated;  Export-Import  Bank  of 
Washington;  Petroleum  Reserves  Corporation;  Rubber  De¬ 
velopment  Corporation;  United  States  Commercial  Com¬ 
pany;  Smaller  War  Plants  Corporation;  Federal  Public 
Housing  Authority  (or  United  States  Housing  Authority) 
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and  including  public  housing  projects  financed  from  appro¬ 
priated  funds  and  operations  thereof;  Defense  Homes  Cor- 

t 

poration;  Federal  Savings  and  Loan  Insurance  Corporation; 
Home  Owners’  Loan  Corporation;  United  States  Housing 
Corporation;  Federal  Deposit  Insurance  Corporation; 
Panama  Railroad  Company;  Tennessee  Valley  Authority; 
Tennessee  Valley  Associated  Cooperatives,  Incorporated; 
and  any  other  corporation  which  is  wholly  owned  by  the 
United  States  Government  or  by  any  agency  thereof,  includ¬ 
ing  Government  corporations. 

Sec.  102.  Each  wholly  owned  Government  corporation 
shall  cause  to  be  prepared  annually  a  budget  program 
covering  all  operations  for  the  ensuing  fiscal  year  with 
comparisons  with  the  current  fiscal  year  and  the  last  com¬ 
pleted  fiscal  year.  Such  budget  programs  shall  be  submitted 
to  the  Bureau  of  the  Budget  at  the  time  prescribed  for 
the  submission  of  the  estimates  of  appropriations  by  the 
regular  Government  departments  and  establishments  and 
shall  be  transmitted  by  the  President  to  the  Congress  in 
the  annual  Budget;  except  that  the  first  budget  programs 
shall  be  submitted  as  soon  as  practicable  after  the  date 
of  enactment  of  this  Act. 

Sec.  103.  The  Bureau  of  the  Budget,  under  such  rules 
and  regulations  as  the  President  may  establish,  is  authorized 
and  directed  to  prescribe  the  form  and  content  of,  and  the 
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1  manner  in  which  such  budget  programs  shall  be  prepared 

2  and  presented;  but  all  such  budget  programs  shall  contain 

3  specific  estimates  of  administrative  expenses  and  estimates 

4  of  necessary  borrowing  by  the  corporation  concerned,  to- 

5  getlier  with  the  estimates  of  the  amount  of  Government 

6  capital  funds  which  shall  he  returned  to  the  Treasury 

3,  during  the  fiscal  year  or  the  appropriations  required  to 

8  provide  for  the  reissuance  of  authorized  capital  or  the 

9  restoration  of  capital  impairments.  Such  budget  programs 

10  shall  he  considered  and  shall  be  included  in  the  annual 

11  Budget  in  the  same  manner,  as  nearly  as  practicable,  as 

12  are  the  estimates  and  other  information  submitted  in  ac- 

13  cordance  with  the  Budget  and  Accounting  Act,  1921. 

14  Budget  programs  so  submitted  to  the  Congress  shall  be 

15  considered  and  approved,  modified,  or  prohibited  by  it,  in 

16  the  same  manner,  as  nearly  as  practicable,  as  appropriations 

17  are  considered  and  made  by  Congress. 

18  The  Budget  program  may,  whenever  deemed  neces- 

19  sary,  include  and  set  forth  specifically,  requests  for  autliori- 

20  zation  to  cover  possible  emergency  or  contingent  operations 

21  in  the  ensuing  year,  but  operations  thereunder  shall  he 

22  initiated  only  after  approval  by  the  President  and  shall  he 

23  reported  to  the  Congress  from  time  to  time  but  not  later 

24  than  the  time  for  transmittal  of  the  next  annual  Budget. 

25  Sec.  104.  JSTo  wholly  owned  Government  corporation 
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shall  transact  any  business  in  any  fiscal  year  except  such 
business  as  is  authorized  by  Act  of  Congress  as  a  part  of  its 
budget  program  for  such  fiscal  year,  and  no  expenditures 
for  administrative  expenses  in  any  fiscal  year  shall  be 
made  by  any  such  corporation  except  in  the  amounts  author¬ 
ized  and  made  available  by  Congress  for  such  fiscal  year. 
No  funds  so  made  available  by  the  Congress  for  administra¬ 
tive  expenses  shall  be  obligated  or  expended  unless  and 
until  an  appropriation  account  shall  have  been  established 
therefor  pursuant  to  an  appropriation  warrant  or  a  covering 
warrant,  and  funds  so  made  available  shall  be  subject  to 
apportionment  by  the  Bureau  of  the  Budget,  and  claims  and 
accounts  thereunder  to  adjustment  and  settlement  by  the 
General  Accounting  Office  under  title  III  of  the  Budget  and 
Accounting  Act,  1921.  This  section  shall  take  effect  with 
respect  to  wholly  owned  Government  corporations  or  groups 
of  corporations  at  the  earliest  possible  date  following  the 

t 

enactment  of  this  Act,  as  determined  by  the  President,  but 
no  later  than  July  1,  1946. 

Sec.  105.  The  financial  transactions  of  wholly  owned 
Government  corporations  shall  be  audited  by  the  General 
Accounting  Office  in  accordance  with  the  principles  and 
procedures  applicable  to  commercial  corporate  transactions 
and  under  such  rules  and  regulations  as  may  be  prescribed 
by  the  Comptroller  General  of  the  United  States.  The  audit 


6 


1  shall  be  conducted  at  the  place  or  places  where  the  accounts 

2  of  the  respective  corporations  are  normally  kept.  The  rep- 

3  resentatives  of  the  General  Accounting  Office  shall  have 

4  access  to  all  hooks,  accounts,  financial  records,  reports,  files, 

5  and  all  other  papers,  things,  or  property  belonging  to  or  in 

6  use  by  the  respective  corporations  and  necessary  to  facilitate 

7  the  audit,  and  they  shall  be  afforded  full  facilities  for  verify- 

8  ing  transactions  with  the  balances  or  securities  held  by 

9  depositaries,  fiscal  agents,  and  custodians.  The  audit  shall 

10  begin  with  the  first  fiscal  }7ear  commencing  after  the  enact- 

11  ment  of  this  Act. 

12  Sec.  106.  A  report  of  each  such  audit  for  each  fiscal 

13  year  ending  on  June  30  shall  be  made  by  the  Comptroller 

14  General  to  the  Congress  not  later  than  January  15  following 

15  the  close  of  the  fiscal  year  for  which  such  audit  is  made. 

16  The  report  shall  set  forth  the  scope  of  the  audit  and  shall 

17  include  a  statement  (showing  intercorporate  relations)  of 

18  assets  and  liabilities,  capital  and  surplus  or  deficit;  a  state- 

19  ment  of  surplus  or  deficit  analysis;  a  statement  of  income 

20  and  expense;  and  such  comments  and  information  as  may 

21  be  deemed  necessary  to  keep  Congress  informed  of  the  opera- 

22  tions  and  financial  condition  of  the  several  corporations, 

23  together  with  such  recommendations  with  respect  thereto  as 

24  the  Comptroller  General  may  deem  advisable,  including  a 
report  of  any  impairment  of  capital  noted  in  the  audit  and 
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1  recommendations  for  the  return  of  such  Government  capital 

2  or  the  payment  of  such  dividends  as,  in  his  judgment,  should 

3  be  accomplished.  The  report  shall  also  show  how  the  budget 

4  program  (herein  provided)  was  executed  and  specifically 

5  any  program,  expenditure,  or  other  financial  transaction  or 

6  undertaking,  which,  in  the  opinion  of  the  Comptroller  Gen- 

7  eral,  has  been  carried  on  or  made  without  authority  of  law. 

8  A  copy  of  each  report  shall  be  furnished  to  the  President  and 
3  to  the  corporation  concerned  at  the  time  submitted  to  the 

10  Congress. 

11  Sec.  107.  Xo  additional  Government  capital  or  paid-in 

12  surplus  shall  be  subscribed  or  paid  in  to  any  wholly  owned 

13  Government  corporation  except  pursuant  to  specific  appro- 

14  priation  therefor  hereafter  made. 

15  Sec.  108.  Whenever  it  is  deemed  by  the  Director  of 

16  the  Bureau  of  the  Budget,  with  the  approval  of  the  Presi- 

17  dent,  to  be  practicable  and  in  the  public  interest  that  any 

18  wholly  owned  Government  corporation  he  treated  with  re- 

19  spect  to  its  appropriations,  expenditures,  receipts,  accounting 

20  and  other  fiscal  matters  as  if  it  were  a  Government  agency 

21  other  than  a  corporation,  the  Director  shall  include  in  con- 

22  nection  with  the  budget  program  of  such  corporation  in 

23  the  Budget  a  recommendation  to  that  effect.  If  the  Congress 

24  approves  such  recommendation  in  connection  with  the  budget 

25  program  for  any  fiscal  year,  such  corporation,  with  respect 
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to  subsequent  fiscal  years,  shall  be  regarded  as  an  estab¬ 
lishment  other  than  a  corporation  for  the  purposes  of  the 
Budget  and  Accounting  Act,  1921,  and  other  provisions  of 
law  relating  to  appropriations,  expenditures,  receipts,  ac¬ 
counts,  and  other  fiscal  matters,  and  shall  not  be  subject  to 
the  provisions  of  this  Act  other  than  this  section.  The 
corporate  entity  shall  not  be  affected  by  this  section. 

TITLE  II— MIXED  OWNERSHIP  GOVERNMENT 

CORPORATIONS 

Sec.  201.  As  used  in  this  Act  the  term  “mixed-owner¬ 
ship  Government  corporations”  means  (1)  the  Central 
Bank  for  Cooperatives  and  the  regional  banks  for  coopera¬ 
tives,  (2)  Eederal  land  banks,  and  (3)  Eederal  home-loan 
banks.  Any  of  such  banks  from  which  Government  capital 
has  been  entirely  withdrawn,  and  during  the  period  such 
bank  remains  without  Government  capital,  shall  not  be 
subject  to  the  provisions  of  this  title. 

Sec.  202.  The  financial  transactions  of  mixed-owner- 
ship  Government  corporations  shall  be  audited  by  the  Gen¬ 
eral  Accounting  Office  in  accordance  with  the  principles 
and  procedures  applicable  to  commercial  corporate  transac¬ 
tions  and  under  such  rules  and  regulations  as  may  be  pre¬ 
scribed  by  the  Comptroller  General  of  the  United  States. 
The  Audit  shall  be  conducted  at  the  place  or  places  where 
the  accounts  of  the  respective  corporations  are  normally 
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1  kept.  The  representatives  of  the  General  Accounting  Office 

2  shall  have  access  to  all  books,  accounts,  financial  records, 

3  reports,  files,  and  all  other  papers,  things,  or  property  be- 

4  longing  to  or  in  use  by  the  respective  corporations  and  neces- 

5  sary  to  facilitate  the  audit,  and  they  shall  he  afforded  full 

6  facilities  for  verifying  transactions  with  the  balances  or  se- 

7  curities  held  by  depositaries,  fiscal  agents,  and  custodians. 

8  The  audit  shall  begin  with  the  first  fiscal  year  commencing 

9  after  the  enactment  of  this  Act. 

10  Sec.  203.  A  report  of  each  such  audit  for  each  fiscal 

11  year  ending  on  June  30  shall  be  made  by  the  Comptroller 

12  General  to  the  Congress  not  later  than  January  15,  following 

13  the  close  of  the  fiscal  year  for  which  such  audit  is  made. 

14  The  report  shall  set  forth  the  scope  of  the  audit  and  shall 

15  include  a  statement  (showing  intercorporate  relations)  of 

16  assets  and  liabilities,  capital  and  surplus  or  deficit  ;  a  state- 

17  ment  of  surplus  or  deficit  analysis;  a  statement  of  income 

18  and  expense;  and  such  comments  and  information  as  may 

19  be  deemed  necessary  to  keep  Congress  informed  of  the  oper- 

20  ations  and  financial  condition  of,  and  the  use  of  Government 

21  capital  by,  each  such  corporation,  together  with  such  recom- 

22  mendations  with  respect  thereto  as  the  Comptroller  General 

23  may  deem  advisable,  including  a  report  of  any  impairment 

24  of  capital  or  lack  of  sufficient  capital  noted  in  the  audit  and 
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recommendations  for  the  return  of  such  Government  capital 
or  the  payment  of  such  dividends  as,  in  his  judgment,  should 
be  accomplished.  A  copy  of  each  report  shall  be  furnished 
to  the  President  and  to  the  corporation  concerned  at  the  time 
submitted  to  the  Congress. 

Sec.  204.  (a)  No  additional  Government  capital  or 
paid-in  surplus  shall  be  subscribed  or  paid  in  to  any  mixed 
ownership  Government  corporation  except  pursuant  to  spe¬ 
cific  appropriation  therefor  hereafter  made. 

(b)  The  President  shall  include  in  the  annual  Budget 
any  recommendations  he  may  wish  to  make  as  to  the  return 
of  Government  capital  to  the  Treasury  by  any  mixed-owner¬ 
ship  corporation. 

TITLE  III— GENERAL  PROVISIONS 
Sec.  301.  The  expenses  of  auditing  the  financial  trans¬ 
actions  of  wholly  owned  and  mixed  ownership  Government 
corporations  as  provided  in  sections  105  and  202  of  this 
Act  shall  be  borne  out  of  appropriations  to  the  General  Ac¬ 
counting  Office  and  appropriations  in  such  sums  as  may  be 
necessary  are  hereby  authorized  for  the  purpose. 

Sec.  302.  The  hanking  or  checking  accounts  of  all 
wholly  owned  and  mixed  ownership  Government  corpora¬ 
tions  shall  be  kept  with  the  Treasurer  of  the  United  States, 
or,  with  the  approval  of  the  Secretary  of  the  Treasury,  with 
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1  a  Federal  Reserve  bank,  or  with  a  designated  depositary 

2  or  fiscal  agent  of  the  United  States, 

3  Sec.  303.  (a)  All  bonds,  notes,  debentures,  and  other 

4  similar  obligations  which  are  hereafter  issued  by  any  wholly 

5  owned  or  mixed  ownership  Government  corporation  shall 

6  be  in  such  forms  and  denominations,  shall  have  such  matu- 

7  rities,  shall  bear  such  rates  of  interest,  shall  be  subject  to  such 

8  terms  and  conditions,  shall  be  issued  in  such  manner  and  at 

9  such  times  and  sold  at  such  prices  as  may  be  approved  by  the 

10  Secretary  of  the  Treasury. 

11  (b)  Hereafter,  no  direct  obligation  of  the  United  States, 

12  and  no  obligation  guaranteed  by  the  United  States  as  to 

13  principal  or  interest,  or  both,  which  are  held  or  owned  by 

14  any  wholly  owned  or  mixed  ownership  Government  corpora- 

15  tion  shall  be  sold,  nor  shall  any  such  obligation  be  purchased 

16  by  any  such  corporation  without  the  approval  of  the  Secretary 

17  of  the  Treasury. 

18  (c)  The  Secretary  of  the  Treasury  is  hereby  authorized 

19  to  exercise  any  of  the  functions  vested  in  him  by  this  section 

20  through  any  officer  or  employee  of  any  agency  whom  he 

21  may  designate  for  such  purpose. 

22  Sec.  304.  (a)  Ho  corporation  shall  be  created  hereafter 

23  by  any  officer  or  agency  of  the  Federal  Government  or  by 

24  any  Government  corporation,  except  by  direct  congressional 


1  action  or  pursuant  to  Act  of  Congress  specifically  authorizing 

2  the  creation  of  such  corporation. 

3  (b)  Any  such  corporation  hereafter  created  shall  be 

4  subject  to  the  provisions  of  this  Act. 

5  Sec.  305.  All  laws  and  parts  of  laws  in  conflict  with 

6  this  Act,  to  the  extent  of  such  conflict,  are  hereby  repealed. 
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[COMMITTEE  PRINT  NO.  1] 

May  25, 1945 


79th  CONGRESS 
1st  Session 


H.  R.  2177 


IN  THE  HOUSE  OF  REPRESENTATIVES 


February  14, 1945 

Mr.  Whittington  introduced  the  following  bill;  which  was  referred  to  the 
Committee  on  Expenditures  in  the  Executive  Departments 

[Omit  the  part  struck  through  and  insert  the  part  printed  in  italic] 


A  BILL 

To  provide  for  financial  control  of  Government  corporations. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled , 

3  That  this  Act  may  be  cited  as  the  “Government  Corporation 

4  Control  Act”. 

5  DECLARATION  OF  POLICY 

6  Sec.  2.  It  is  hereby  declared  to  be  the  policy  of  the 

7  Congress  to  bring  Government  corporations  and  their  trans- 

8  actions  and  operations  under  annual  scrutiny  by  the  Congress 

9  and  provide  current  financial  control  thereof. 


J.  73012 
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1  TITLE  I— WHOLLY  OWNED  GOVERNMENT 

2  CORPORATIONS 

3  Sec.  101.  As  used  in  this  Act  the  term  “wholly  owned 

4  Government  corporation”  means  the  Commodity  Credit  Cor- 

5  poration;  Federal  Intermediate  Credit  Banks;  Production 
0  Credit  Corporations;  Regional  Agricultural  Credit  Corpora- 

7  tions;  Farmers  Home  Corporation;  Federal  Crop  Insurance 

8  Corporation;  Federal  Farm  Mortgage  Corporation;  Federal 
9.  Surplus  Commodities  Corporation;  Reconstruction  Finance 

10  Corporation;  Defense  Plant  Corporation;  Defense  Supplies 

11  Corporation;  Metals  Reserve  Company;  Rubber  Reserve 

12  Company;  War  Damage  Corporation;  Federal  -National 

13  Mortgage  Association;  The  RFC  Mortgage  Company; 

14  Disaster  Loan  Corporation;  Inland  Waterways  Corporation; 

15  Warrior  River  Terminal  Company;  The  Virgin  Islands  Com- 

16  pany;  Federal  Prison  Industries,  Incorporated;  United  States 

17  Spruce  Production  Corporation;  Institute  of  Inter-American 

18  Affairs;  Institute  of  Inter- American  Transportation;  Inter- 

19  American  Educational  Foundation,  Incorporated;  Inter- 

20  American  Navigation  Corporation;  Prencinradio,  Incor- 

21  porated;  Cargoes,  Incorporated;  Export-Import  Bank  of 

22  Washington;  Petroleum  Reserves  Corporation;  Rubber  De- 

23  velopment  Corporation;  United  States  Commercial  Com- 

24  pany;  Smaller  War  Plants  Corporation;  Federal  Public 

25  Housing  Authority  (or  United  States  Housing  Authority) 
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and  including  public  bousing  projects  financed  from  appro¬ 
priated  funds  and  operations  thereof;  Defense  Homes  Cor¬ 
poration;  Federal  Savings  and  Loan  Insurance  Corporation; 
Home  Owners’  Loan  Corporation;  United  States  Housing 
Corporation ;  Federal  Deposit-  Insurance  Corporation-; 
Panama  Railroad  Company;  Tennessee  Valley  Authority; 
and  Tennessee  Valley  Associated  Cooperatives,  Incorporated 
-;-and  any  other  corporation  which  is  wholly  owned  by  the 
United  States  Government  or  hy  any  ageney  thereof,  htehnl- 

Sec.  102.  Each  wholly  owned  Government  corporation 
shall  cause  to  be  prepared  annually  a  budget  program 
( a  business-type  budget  or  plan  of  operations ,  setting  forth 
the  business  to  be  carried  on,  or  the  programs  in  which  en-  0 
gaged  or  in  which  it  is  intended  to  engage),  covering  all 
operations  for  the  ensuing  fiscal  year  with  comparisons  with 
the  current  fiscal  year  and  the  last  completed  fiscal  year. 
Such  budget  programs  shall  he  submitted  to  the  Bureau 
of  the  Budget  at  the  time  prescribed  for  the  submission  of 
the  estimates  of  appropriations  by  the  regular  Government 
departments  and  establishments  and  shall  be  transmitted  by 
the  President  to  the  Congress  in  the  annual  Budget;  except 
that  the  first  budget  programs  shah-  he  submitted  as  soon  as 
practicable  after  the  date  of  enactment  of  this  Aet.  Amend- 
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merits  to  the  annual  budget  programs  mag  be  submitted  from 
time  to  time. 

Sec.  103.  Tlie  Bureau  of  the  Budget,  under  such  rules 
and  regulations  as  the  President  may  establish,  is  authorized 
and  directed  to  prescribe  the  form  and  content  of,  and  the 
manner  in  which  such  budget  programs  shall  he  prepared 
and  presented;  hut  all  such  budget  programs  shall  contain 
specific  estimates  of  administrative  expenses  and  estimates 
of  necessary  borrowing  by  the  corporation  concerned,  to¬ 
gether  with  the  estimates  of  the  amount  of  Government 
capital  funds  which  shall  be  returned  to  the  Treasury 
during  the  fiscal  year  m  the  appropriations  required  to 
provide  for  the  reissuance  of  authorized  capital  or  the 
restoration  of  capital  impairments.  Such  budget  programs 
shall  be  considered  and  shah  he  included  in  the  annual 
Budget  transmitted  to  the  Congress  in  the  same  manner,  as 
nearly  as  practicable,  as  are  the  estimates  and  other  informa¬ 
tion  submitted  in  accordance  with  the  Budget  and  Account¬ 
ing  Act,  1921.  Budget  programs  so  submitted  transmitted 
to  the  Congress  shall  be  considered  and  approved,  modified, 
or  prohibited  by  by  in  the  sane  manner^  as  nearly  as  practi¬ 
cable,  as  appropriations  are  considered  and  made  by  Congress 
,  and  legislation  authorizing,  modifying,  or  prohibiting  such 
programs  shall  be  enacted,  in  the  same  manner,  as  nearly  as 
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practicable,  as  budget  estimates  and  appropriations  for  the 
regular  departments  and  establishments  of  the  Government. 

The  Budget  budget  program  may,  whenever  deemed 
necessary,  include  and  set  forth  specifically,  requests  for 
authorization  to  cover  possible  emergency  or  contingent  con¬ 
tingency  operations  in  the  ensuing  year,  but  operations  there¬ 
under  shall  be  initiated  only  after  approval  by  the  President 
and  shall  be  reported  to  the  Congress  from  time  to  time 
but  not  later  than  the  time  for  transmittal  of  the  next  annual 
Budget  one  month  after  the  close  of  the  fiscal  year  during 
which  the  operations  were  approved. 

Budget  programs  shall  be  submitted  by  all  wholly  owned 
Government  corporations  covering  operations  for  the  fiscal 
year  commencing  July  1,  1946,  and  each  fiscal  year  there¬ 


after. 

Sec.  104.  Ae  wholly  owned 
shall  transact  any  business  in  any  fiscal  year  except  such 
business  as  is  authorized  by  Act  of  Congress  as  a  part  of  its 
budget  program  for  such  fiscal  year-  and  no  expend  hares 
for  administrative  expenses  in  any  fiscal  year  shall  be 
made  by  any  asreh  corporation  except  in  the  amounts  author¬ 
ized  and  made  available  by  Congress  for  such  fiscal  year.- 
Ao  funds  so  made  available  bv  the  Congress  for 


24 


five  expenses  shall  be  obligated  or  expended  unless  artd 
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1  ini  til  an  appropriation  account  shall  have  been  established 

2  therefor  pursuant  to  an  appropriation  warrant  or  a  covering 

3  warranty  and  funds  so  made  available  shall  he  subject  to 

4  apportionment  by  the  Bureau  of  the  Bndgcty  and  claims  and 

5  accounts  thereunder  to  adjustment  and  settlement  by  the 

6  General  Accounting  Office  under  title  Hi  of  the  Budget  and 

7  Accounting  Aety  1924.  This  section  shall  take  effect  with 

8  respect  to  wholly  owned  Government  corporations  or  groups 

9  of  corporations  at  the  earliest  possible  date  following  the 

10  enactment  of  this  Aety  as  determined  by  the  -President,-  hut 

11  no  later  than  J uly  -4y  19-46.  Operations  of  wholly  owned, 

12  Government  corporations  shall  he  carried  on  in  accordance 

13  with,  and  subject  to  any  specific  restriction  and  limitation 

14  included  in,  the  legislation  authorizing  their  budget  programs. 

15  Sec.  105.  The  financial  transactions  of  wholly  owned 

16  Government  corporations  shall  be  audited  by  the  General 

17  Accounting  Office  in  accordance  with  the  principles  and 

18  procedures  applicable  to  commercial  corporate  transactions 

19  and  under  such  rules  and  regulations  as  may  be  prescribed 

20  by  the  Comptroller  General  of  the  United  States:  Provided, 

21  That  notwithstanding  any  other  provisions  of  law,  such  rules 

22  and  regulations  may  provide  for  the  manner,  nature,  and  ex- 

23  tent  of  the  accounting  to  be  rendered,  by  accountable  officers 

24  covering  any  financial  transactions  of  such  corporations, 

25  accounts  for  which  are  required  by  existing  law  to  be  settled 
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and  adjusted  in  the  General  Accounting  Office,  and  for  the 
settlement  and  adjustment  of  such  accounts  in  whole  or  in  part 
upon  the  basis  of  examinations  in  the  course  of  the  audit  herein 
provided.  The  audit  shall  be  conducted  at  the  place  or 
places  where  the  accounts  of  the  respective  corporations 
are  normally  kept.  The  representatives  of  the  General 
Accounting  Office  shall  have  access  to  all  books,  accounts, 
financial  records,  reports,  files,  and  all  other  papers,  things, 
or  property  belonging  to  or  in  use  by  the  respective  cor¬ 
porations  and  necessary  to  facilitate  the  audit,  and  they 
shall  be  afforded  full  facilities  for  verifying  transactions  with 
the  balances  or  securities  held  by  depositaries,  fiscal  agents, 
and  custodians.  The  audit  shall  begin  with  the  first  fiscal 
year  commencing  after  the  enactment  of  this  Act. 

Sec.  106.  A  report  of  each  such  audit  for  each  fiscal 
year  ending  on  June  30  shall  be  made  by  the  Comptroller 
General  to  the  Congress  not  later  than  January  15  following 
the  close  of  the  fiscal  year  for  which  such  audit  is  made. 
The  report  shall  set  forth  the  scope  of  the  audit  and  shall 
include  a  statement  (showing  intercorporate  relations)  of 
assets  and  liabilities,  capital  and  surplus  or  deficit;  a  state¬ 
ment  of  surplus  or  deficit  analysis;  a  statement  of  income 
and  expense;  and  such  comments  and  information  as  may 
be  deemed  necessary  to  keep  Congress  informed  of  the  opera¬ 
tions  and  financial  condition  of  the  several  corporations, 


8 


1  together  with  such  recommendations  with  respect  thereto  as 

2  the  Comptroller  General  may  deem  advisable,  including  a 

3  report  of  any  impairment  of  capital  noted  in  the  audit  and 

4  recommendations 'for  the  return  of  such  Government  capital 

5  or  the  payment  of  such  dividends  as,  in  his  judgment,  should 

6  be  accomplished.  The  report  shall  also  show  how  the  budget 

7  program  (herein  provided)  was  executed  and  specifically 

8  any  program,  expenditure,  or  other  financial  transaction  or 

9  undertaking  observed  in  the  course  of  the  audit,  which,  in 

10  the  opinion  of  the  Comptroller  General,  has  been  carried 

11  on  or  made  without  authority  of  law.  A  copy  of  each  re- 

12  port  shall  be  furnished  to  the  President,  to  the  Secretary  of 

13  the  Treasury ,  and  to  the  corporation  concerned  at  the  time 

14  submitted  to  the  Congress. 
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SeOt  4-0+7  An  additional  Government  capital  or  paid  in 
ts  shall  bo  subscribed  or  paid  in  to  any  wholly  owned 
Government  corporation  except  pursuant  to  specific  appro 
priation  therefor  hereafter  mader 

Sec.  408  107.  Whenever  it  is  deemed  by  the  Director 
of  the  Bureau  of  the  Budget,  with  the  approval  of  the  Presi¬ 
dent,  to  be  practicable  and  in  the  public  interest  that  any 
wholly  owned  Government  corporation  be  treated  with  re¬ 
spect  to  its  appropriations,  expenditures,  receipts,  accounting 
and  other  fiscal  matters  as  if  it  were  a  Government  agency 
other  than  a  corporation,  the  Director  shall  include  in  con- 
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nection  with  the  budget  program  of  such  corporation  in 
the  Budget  a  recommendation  to  that  effect.  If  the  Congress 
approves  such  recommendation  in  connection  with  the  budget 
program  for  any  fiscal  year,  such  corporation,  with  respect 
to  subsequent  fiscal  years,  shall  be  regarded  as  an  estab¬ 
lishment  other  than  a  corporation  for  the  purposes  of  the 
Budget  and  Accounting  Act,  1921,  and  other  provisions  of 
law  relating  to  appropriations,  expenditures,  receipts,  ac¬ 
counts,  and  other  fiscal  matters,  and  shall  not  be  subject  to 
the  provisions  of  this  Act  other  than  this  section.  The 
corporate  entity  shall  not  be  affected  by  this  section. 

TITLE  II— MIXED-OWNERSHIP  GOVERNMENT 

CORPORATIONS 

Sec.  201.  As  used  in  this  Act  the  term  “mixed-owner¬ 
ship  Government  corporations”  means  (1)  the  Central 
Bank  for  Cooperatives  and  the  regional  banks  for  coopera¬ 
tives,  (2)  Federal  land  banks,  and  (3)  Federal  home-loan 
banks,  and  (4)  Federal  Deposit  Insurance  Corporation. 
Any  of  such  bank*  from  wkieb  Government-  capital  has 
been  entirely  withdrawn?  and  during  the  period  sueb  bank 
remains  without  Government  capital,  shall  not  he  subject 

f /A  tlv/\  1AVATM  CI1A1 1  Ci  /vf  flllfl  f  1  f  1 

lU  lllv  I  *  I'M  1 51 UJ1 8  t/X  l  llTo  111  lv.'  • 

Sec.  202.  The  financial  transactions  of  mixed-owner¬ 
ship  Government  corporations  for  any  period  during 
which  Government  capital  has  been  invested  therein 
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slmll  be  audited  by  the  General  Accounting  Office  in 
accordance  with  the  principles  and  procedures  applicable 
to  commercial  corporate  transactions  and  under  such 
rules  and  regulations  as  may  be  prescribed  by  the 
Comptroller  General  of  the  United  States.  The  audit 
shall  be  conducted  at  the  place  or  places  where 
the  accounts  of  the  respective  corporations  are  normally 
kept.  The  representatives  of  the  General  Accounting  Office 
shall  have  access  to  all  books,  accounts,  financial  records,  ( 
reports,  files,  and  all  other  papers,  things,  or  property  be¬ 
longing  to  or  in  use  by  the  respective  corporations'  and  neces¬ 
sary  to  facilitate  the  audit,  and  they  shall  be  afforded  full 
facilities  for  verifying  transactions  with  the  balances  or  se¬ 
curities  held  by  depositaries,  fiscal  agents,  and  custodians. 

The  audit  shall  begin  with  the  first  fiscal  year  commencing 
after  the  enactment  of  this  Act. 

Sec.  203.  A  report  of  each  such  audit  for  each  fiscal  ^ 
year  ending  on  June  30  shall  be  made  by  the  Comptroller 
General  to  the  Congress  not  later  than  January  15,  following 
the  close  of  the  fiscal  year  for  which  such  audit  is  made. 

The  report  shall  set  forth  the  scope  of  the  audit  and  shall 
include  a  statement  (shewing  intercorporate  relations)  of 
assets  and  liabilities,  capital  and  surplus  or  deficit;  a  state¬ 
ment  of  surplus  or  deficit  analysis;  a  statement  of  income 
and  expense;  and  such  comments  and  information  as  may 
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be  deemed  necessary  to  keep  Congress  informed  of  the  oper¬ 
ations  and  financial  condition  of,  and  the  use  of  Government 
capital  by,  each  such  corporation,  together  with  such  recom¬ 
mendations  with  respect  thereto  as  the  Comptroller  General 
may  deem  advisable,  including  a  report  of  any  impairment 
of  capital  or  lack  of  sufficient  capital  noted  in  the  audit  and 
recommendations  for  the  return  of  such  Government  capital 
or  the  payment  of  such  dividends  as,  in  his  judgment,  should 
be  accomplished.  The  report  shall  also  show  specifically 
any  program,  expenditure,  or  other  financial  transaction 
or  undertaking  observed  in  the  course  of  the  audit,  which, 
in  the  opinion  of  the  Comptroller  General,  has  been  carried 


on  or  made  without  authority  of  law.  A  copy  of  each  report 
shall  be  furnished  to  the  President,  to  the  Secretary  of  the 
Treasury,  and  to  the  corporation  concerned  at  the  time 
submitted  to  the  Congress. 


Sec.  204.  -(a-)-  -No  additional  Government  capital  or 
paid-in  surplus  shah  he  subscribed  or  paid  in  to  any  mixed- 
ownership  Government  corporation  except  pursuant  to  spe¬ 
cific  appropriation  therefor 


-(b)-  The  President  shall  include  in  the  annual  Budget 
any  recommendations  he  may  wish  to  make  as  to  the  return 
of  Government  capital  to  the  Treasury  hy  any  mixed-owner¬ 
ship  corporation. 
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TITLE  III— GENERAL  PROVISIONS 

Sec.  301.  (a)  The  expenses  of  auditing  the  financial 
transactions  of  wholly  owned  and  mixed-ownership  Gov¬ 
ernment  corporations  as  provided  in  sections  105  and  202  of 
this  Act  shall  be  borne  out  of  appropriations  to  the  General 
Accounting  Office,  and  appropriations  in  such  sums  as  may 
he  necessary  are  hereby  authorized  for  tho  purpose. :  Provided, 

The  each  such  corporation  shall  reimburse  the  General  Ac¬ 
counting  Office  for  the  full  cost  of  any  such  audit  as  hilled  ( 
therefor  by  the  Comptroller  General,  and  the  General  Ac¬ 
counting  Office  shall  deposit  the  sums  so  reimbursed  into  the 
Treasury  as  miscellaneous  receipts. 

(b)  For  the  purpose  of  conducting  such  audit  the 
Comptroller  General  is  authorized  in  his  discretion  to  employ 
not  more  than  ten  persons  without  regard  to  the  Classifica¬ 
tion  Act  of  1923,  as  amended,  only  one  of  whom  may  be 
compensated  at  a  rate  of  as  much  as  but  not  more  than  ^ 
$10,000  per  annum,  and  to  employ  by  contract,  without 
regard  to  section  3709  of  the  Revised  Statutes,  professional 
services  of  firms  and  organizations  for  temporary  periods 

or  for  special  purposes. 

(c)  The  audit  provided  in  sections  105  and  202  of  this 
Act  shall  be  in  lieu  of  any  audit  of  the  financial  transactions 
of  any  Government  corporation  required  to  be  made  by  the 
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1  General  Accounting  Office  for  the  purpose  of  a  report  to  the 

2  Congress  or  to  the  President  under  any  existing  law. 

3  Sec.  302.  The  banking  or  checking  accounts  of  all 

4  wholly  owned  and  mixed-ownership  Government  corpora- 

5  tions  shall  be  kept  with  the  Treasurer  of  the  United  States,  or, 

6  with  the  approval  of  the  Secretary  of  the  Treasury,  with 

7  a  Federal  Reserve  bank,  or  with  a  hank  designated  as  a 

8  depositary  or  fiscal  agent  of  the  United  States:  Provided , 

9  That  the.  Secretary  of  the  Treasury  may  waive  the  require- 

10  ment  of  his  approval  with  respect  to  any  particular  situation 

11  subject  to  the  provisions  of  this  section  and  under  such  con- 


12  ditions  as  he  may  determine . 
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Sec.  303.  (a)  All  bonds,  notes*  debentures,  and  other 
similar  obligations  which  are  hereafter  issued  by  any  wholly 
owned  or  mixed-ownership  Government  corporation  and 
offered  to  the  public  shall  be  in  such  forms  and  denominations, 
shall  have  such  maturities,  shall  bear  such  rates  of  interest, 
shall  be  subject  to  such  terms  and  conditions,  shall  be  issued 
in  such  manner  and  at  such  times  and  sold  at  such  prices 
as  have  been  or  as  may  be  approved  by  the  Secretary  of 
the  Treasury. 
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24  principal  or  interest*  or  both*  which  are  held  or  owned  by 
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1  any  wholly  owned  or  mixed  ownership  C  oycrnmcnt 

2  t+en  shall  he  seldy  nor  shall  any  sueh  obligation  he 

3  hy  any  sneh  corporation  without  the  approval  el  the  S< 

4  tape  el  the  Treasury.  Hereafter,  no  wholly  owned  or  mixed- 

5  ownership  Government  corporation  shall  sell  or  purchase 

6  any  direct  obligation  of  the  United  States  or  obligation  guar- 

7  anteed  as  to  principal  or  interest,  or  both,  for  its  own  account 

8  and  in  its  own  right  and  interest,  at  any  one  time  aggregating 

9  in  excess  of  $100,000,  without  the  approval  of  the  Secretary 

10  of  the  Treasury:  Provided,  That  the  Secretary  of  the  Treas- 

11  ury  may  waive  the  requirement  of  his  approval  with  respect 

12  to  any  transaction  or  classes  of  transactions  subject  to  the 

13  provisions  of  this  subsection  for  such  period  of  time  and 


14  under  such  conditions  as  he  may  determine. 

9 

15  (c)  The  Secretary  of  the  Treasury  is  hereby  authorized 

16  to  exercise  any  of  the  functions  vested  in  him  by  this  section 

17  through  any  officer  or  employee  of  any  agency  whom  he 

18  may  designate,  with  the  concurrence  of  the  head  of  the  agency 

19  concerned,  for  such  purpose. 

20  (d)  Any  mixed-ownership  Government  corporation 

21  from  which  Government  capital  has  been  entirely  withdrawn 

22  shall  not  be  subject  to  the  provisions  of  section  302  or  of  this 

23  section  during  the  period  such  corporation  remains  without 
Government  capital. 
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Sec.  304.  (a)  No  corporation  shall  be  created,  organ¬ 
ized,  or  acquired  hereafter  by  any  officer  or  agency  of  the 
Federal  Government  or  by  any  Government  corporation  for 
the  purpose  of  acting  as  an  agency  or  instrumentality  of  the 
United  States,  except  by  direct  congressional  action  or  pur¬ 
suant  to  Act  of  Congress  specifically  authorizing  the  ere- 
at+eo  of  soeh  corporation  such  action. 

(b)  Any  such  corporation  hereafter  created  shall  be 
subject  to  the  provisions  of  this  Aetr  No  wholly  owned 
Government  corporation  created  by  or  under  the  laws  of 
any  State,  Territory,  or  possession  of  the  United  States  or 

any  political  subdivision  thereof,  or  under  the  laws  of  the 
« 

District  of  Columbia,  shall  continue  after  June  30,  1948, 
as  an  agency  or  instrumentality  of  the  United  States,  and 
no  funds  of,  or  obtained  from,  the  United  States  or  any 
agency  thereof,  including  corporations,  shall  be  invested  in 
or  employed^  by  any  such  corporation  after  that  date,  except 
for  purposes  of  liquidation.  The  proper  corporate  authority 
of  every  such  corporation  shall  take  the  necessary  steps  to 
institute  dissolution  or  liquidation  proceedings  on  or  before 
that  date:  Provided,  That  prior  thereto  any  such  corporation 
may  be  reincorporated  by  Act  of  Congress  for  such  purposes 
and  term  of  existence  and  with  such  powers,  privileges,  and 
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1  duties  as  authorized,  by  such  Act,  including  the  power  to 

2  assume  the  assets  and  liabilities  of  its  respective  corporation. 

3  Sec.  305.  All  laws  and  parts  of  laws  in  conflict  with 

4  this  Act,  to  the  extent  of  such  conflict,  are  hereby  repealed. 
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[COMMITTEE  PRINT  NO.  11 


79th  CONGRESS 
1st  Session 


H.  R.  2177 


IN  THE  HOUSE  OF  REPRESENTATIVES 

February  14, 1945 

Mr.  Whittington  introduced  the  following  bill;  which  was  referred  to  the 
Committee  on  Expenditures  in  the  Executive  Departments 


A  BILL 

To  provide  for  financial  control  of  Government  corporations. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  he  cited  as  the  “Government  Corporation 

4  .Control  Act”. 

5  DECLARATION  OF  POLICY 

6  Sec.  2.  It  is  hereby  declared  to  he  the  policy  of  the 

7  Congress  to  bring  Government  corporations  and  their  trans- 

8  actions  and  operations  under  annual  scrutiny  by  the  Congress 

9  and  provide  current  financial  control  thereof. 
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TITLE  I— WHOLLY  OWNED  GOVERNMENT 
CORPORATIONS 

Sec.  101.  As  used  in  this  Act  the  term  “wholly  owned 
Government  corporation”  means  the  Commodity  Credit  Cor¬ 
poration;  Federal  Intermediate  Credit  Banks;  Production 
Credit  Corporations;  Regional  Agricultural  Credit  Corpora¬ 
tions;  Farmers  Home  Corporation;  Federal  Crop  Insurance 
Corporation;  Federal  Farm  Mortgage  Corporation;  Federal 
Surplus  Commodities  Corporation;  Reconstruction  Finance 
Corporation;  Defense  Plant  Corporation;  Defense  Supplies 
Corporation;  Metals  Reserve  Company;  Rubber  Reserve 
Company;  War  Damage  Corporation;  Federal  National 
Mortgage  Association;  The  RFC  Mortgage  Company; 
Disaster  Loan  Corporation;  Inland  Waterways  Corporation; 
Warrior  River  Terminal  Company;  The  Virgin  Islands  Com¬ 
pany;  Federal  Prison  Industries,  Incorporated;  United  States 
Spruce  Production  Corporation;  Institute  of  Inter-American 
Affairs;  Institute  of  Inter- American  Transportation;  Inter- 

American  Educational  Foundation,  Incorporated;  Inter- 

« 

American  Navigation  Corporation;  Prencinradio,  Incor¬ 
porated;  Cargoes,  Incorporated;  Export-Import  Bank  of 
Washington;  Petroleum  Reserves  Corporation;  Rubber  De¬ 
velopment  Corporation;  United  States  Commercial  Com¬ 
pany;  Smaller  War  Plants  Corporation;  Federal  Public 
Housing  Authority  (or  United  States  Housing  Authority) 
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1  and  including  public  housing  projects  financed  from  appro- 

2  priated  funds  and  operations  thereof;  Defense  Homes  Cor- 

3  poration;  Federal  Savings  and  Loan  Insurance  Corporation; 

4  Home  Owners’  Loan  Corporation;  United  States  Housing 

5  Corporation;  Federal  Deposit  Insurance  Corporation; 

6  Panama  Railroad  Company;  Tennessee  Valley  Authority; 
1  Tennessee  Valley  Associated  Cooperatives,  Incorporated; 

8  and  any  other  corporation  which  is  wholly  owned  by  the 

9  United  States  Government  or  by  any  agency  thereof,  includ- 

10  ing  Government  corporations. 

11  Sec.  102.  Each  wholly  owned  Government  corporation 

12  shall  cause  to  be  prepared  annually  a  budget  program 

13  covering  all  operations  for  the  ensuing  fiscal  year  with 

14  comparisons  with  the  current  fiscal  year  and  the  last  com- 
-  15  pleted  fiscal  year.  Such  budget  programs  shall  be  submitted 

16  to  the  Bureau  of  the  Budget  at  the  time  prescribed  for 
11  the  submission  of  the  estimates  of  appropriations  by  the 

18  regular  Government  departments  and  establishments  and 

19  shall  be  transmitted  by  the  President  to  the  Congress  in 

20  the  annual  Budget;  except  that  the  first  budget  programs 

21  shall  be  submitted  as  soon  as  practicable  after  the  date 

22  of  enactment  of  this  Act. 

23  Sec.  103.  The  Bureau  of  the  Budget,  under  such  rules 

24  and  regulations  as  the  President  may  establish,  is  authorized 

25  and  directed  to  prescribe  the  form  and  content  of,  and  the 
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manner  in  which  such  budget  programs  shall  be  prepared 
and  presented;  but  all  such  budget  programs  shall  contain 
specific  estimates  of  administrative  expenses  and  estimates 
of  necessary  borrowing  by  the  corporation  concerned,  to¬ 
gether  with  the  estimates  of  the  amount  of  Government 
capital  funds  which  shall  be  returned  to  the  Treasury 
during  the  fiscal  year  or  the  appropriations  required  to 
provide  for  the  reissuance  of  authorized  capital  or  the 
restoration  of  capital  impairments.  Such  budget  programs  ( 
shall  be  considered  and  shall  be  included  in  the  annual 
Budget  in  the  same  manner,  as  nearly  as  practicable,  as 
are  the  estimates  and  other  information  submitted  in  ac¬ 
cordance  with  the  Budget  and  Accounting  Act,  1921. 
Budget  programs  so  submitted  to  the  Congress  shall  be 
considered  and  approved,  modified,  or  prohibited  by  it,  in 
the  same  manner,  as  nearly  as  practicable,  as  appropriations 
are  considered  and  made  by  Congress.  ^ 

The  Budget  program  may,  whenever  deemed  neces¬ 
sary,  include  and  set  forth  specifically,  requests  for  authori¬ 
zation  to  cover  possible  emergency  or  contingent  operations 
in  the  ensuing  year,  hut  operations  thereunder  shall  be 
initiated  only  after  approval  by  the  President  and  shall  be 
reported  to  the  Congress  from  time  to  time  but  not  later 
than  the  time  for  transmittal  of  the  next  annual  Budget. 

Sec.  104.  No  wholly  owned  Government  corporation 
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shall  transact  any  business  in  any  fiscal  year  except  such 
business  as  is  authorized  by  Act  of  Congress  as  a  part  of  its 
budget  program  for  such  fiscal  year,  and  no  expenditures 
for  administrative  expenses  in  any  fiscal  year  shall  be 
made  by  any  such  corporation  except  in  the  amounts  author¬ 
ized  and  made  available  by  Congress  for  such  fiscal  year. 
No  funds  so  made  available  by  the  Congress  for  administra¬ 
tive  expenses  shall  be  obligated  or  expended  unless  and 
until  an  appropriation  account  shall  have  been  established 
therefor  pursuant  to  an  appropriation  warrant  or  a  covering 
warrant,  and  funds  so  made  available  shall  be  subject  to 
apportionment  by  the  Bureau  of  the  Budget,  and  claims  and 
accounts  thereunder  to  adjustment  and  settlement  by  the 
General  Accounting  Office  under  title  III  of  the  Budget  and 
Accounting  Act,  1921.  This  section  shall  take  effect  with 
respect  to  wholly  owned  Government  corporations  or  groups 
of  corporations  at  the  earliest  possible  date  following  the 
enactment  of  this  Act,  as  determined  by  the  President,  but 
no  later  than  July  1,  1946. 

Sec.  105.  The  financial  transactions  of  wholly  owned 
Government  corporations  shall  be  audited  by  the  General 
Accounting  Office  in  accordance  with  the  principles  and 
procedures  applicable  to  commercial  corporate  transactions 
and  under  such  rules  and  regulations  as  may  be  prescribed 
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by  the  Comptroller  General  of  the  United  States.  The  audit 
shall  be  conducted  at  the  place  or  places  where  the  accounts 
of  the  respective  corporations  are  normally  kept.  The  rep¬ 
resentatives  of  the  General  Accounting  Office  shall  have 
access  to  all  books,  accounts,  financial  records,  reports,  files, 
and  all  other  papers,  things,  or  property  belonging  tc  or  in 
use  bv  the  respective  corporations  and  necessary  to  facilitate 
the  audit,  and  they  shall  be  afforded  full  facilities  for  verify¬ 
ing  transactions  with  the  balances  or  securities  held  by 
depositaries,  fiscal  agents,  and  custodians.  The  audit  shall 
begin  with  the  first  fiscal  }^ear  commencing  after  the  enact¬ 
ment  of  this  Act. 

t 

Sec.  106.  A  report  of  each  such  audit  for  each  fiscal 

<« 

}Tear  ending  on  June  30  shall  be  made  by  the  Comptroller 
General  to  the  Congress  not  later  than  January  15  following 
the  close  of  the  fiscal  year  for  which  such  audit  is  made. 

The-  report  shall  set  forth  the  scope  of  the  audit  and  shall  ( 
include  a  statement  (showing  intercorporate  relations)  of 
assets  and  liabilities,  capital  and  surplus  or  deficit;  a  state¬ 
ment  of  surplus  or  deficit  analysis;  a  statement  of  income 
and  expense;  and  such  comments  and  information  as  may 
be  deemed  necessary  to  keep  Congress  informed  of  the  opera¬ 
tions  and  financial  condition  of  the  several  corporations, 
together  with  such  recommendations  with  respect  thereto  as 
the  Comptroller  General  may  deem  advisable,  including  a 
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report  of  any  impairment  of  capital  noted  in  the  audit  and 
recommendations  for  the  return  of  such  Government  capital 
or  the  payment  of  such  dividends  as,  in  his  judgment,  should 
be  accomplished.  The  report  shall  also  show  how  the  budget 
program  (herein  provided)  was  executed  and  specifically 
any  program,  expenditure,  or  other  financial  transaction  or 
undertaking,  which,  in  the  opinion  of  the  Comptroller  Gen¬ 
eral,  has  been  carried  on  or  made  without  authority  of  law. 
A  copy  of  each  report  shall  be  furnished  to  the  President  and 
to  the  corporation  concerned  at  the  time  submitted  to  the 
Congress. 

Sec.  107.  No  additional  Government  capital  or  paid-in 
surplus  shall  be  subscribed  or  paid  in  to  any  wholly  owned 
Government  corporation  except  pursuant  to  specific  appro¬ 
priation  therefor  hereafter  made. 

Sec.  108.  Whenever  it  is  deemed  by  the  Director  of 
the  Bureau  of  the  Budget,  with  the  approval  of  the  Presi¬ 
dent,  to  he  practicable  and  in  the  public  interest  that  any 
wholly  owned  Government  corporation  be  treated  with  re¬ 
spect  to  its  appropriations,  expenditures,  receipts,  accounting 
and  other  fiscal  matters  as  if  it  were  a  Government  agency 
other  than  a  corporation,  the  Director  shall  include  in  con¬ 
nection  with  the  budget  program  of  such  corporation  in 
the  Budget  a  recommendation  to  that  effect.  If  the  Congress 
approves  such  recommendation  in  connection  with  the  budget 
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program  for  any  fiscal  year,  such  corporation,  with  respect 
to  subsequent  fiscal  years,  shall  be  regarded  as  an  estab¬ 
lishment  other  than  a  corporation  for  the  purposes  of  the 
Budget  and  Accounting  Act,  1921,  and  other  provisions  of 
law  relating  to  appropriations,  expenditures,  receipts,  ac¬ 
counts,  and  other  fiscal  matters,  and  shall  not  be  subject  to 
the  provisions  of  this  Act  other  than  this  section.  The 
corporate  entity  shall  not  be  affected  by  this  section. 

TITLE  II— MIXED-OWNERSHIP  GOVERNMENT 

CORPORATIONS 

Sec.  201.  As  used  in  this  Act  the  term  “mixed-owner¬ 
ship  Government  corporations”  means  (1)  the  Central 
Bank  for  Cooperatives  and  the  regional  banks  for  coopera¬ 
tives,  (2)  Federal  land  banks,  and  (3)  Federal  home-loan 
banks.  Any  of  such  banks  from  which  Government  capital 
has  been  entirety  withdrawn,  and  during  the  period  such 
bank  remains  without  Government  capital,  shall  not  be  ( 

subject  to  the  provisions  of  this  title. 

Sec.  202.  The  financial  transactions  of  mixed-owner¬ 
ship  Government  corporations  shall  be  audited  by  the  Gen¬ 
eral  Accounting  Office  in  accordance  with  the  principles 
and  procedures  applicable  to  commercial  corporate  transac¬ 
tions  and  under  such  rules  and  regulations  as  may  be  pre¬ 
scribed  by  the  Comptroller  Greneral  of  the  United  States. 

The  Audit  shall  be  conducted  at  the  place  or  places  wffiere 
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the  accounts  of  the  respective  corporations  are  normally 
kept.  The  representatives  of  the  General  Accounting  Office 
shall  have  access  to  all  hooks,  accounts,  financial  records, 
reports,  files,  and  all  other  papers,  things,  or  property  be¬ 
longing  to  or  in  use  by  the  respective  corporations  and  neces¬ 
sary  to  facilitate  the  audit,  and  they  shall  he  afforded  full 
facilities  for  verifying  transactions  with  the  balances  or  se¬ 
curities  held  by  depositaries,  fiscal  agents,  and  custodians. 
The  audit  shall  begin  with  the  first  fiscal  year  commencing 
after  the  enactment  of  this  Act. 

Sec.  203.  A  report  of  each  such  audit  for  each  fiscal 
year  ending  on  June  30  shall  be  made  by  the  Comptroller 
General  to  the  Congress  not  later  than  January  15,  following 
the  close  of  the  fiscal  year  for  which  such  audit  is  made. 
The  report  shall  set  forth  the  scope  of  the  audit  and  shall 
include  a  statement  (showing  intercorporate  relations)  of 
assets  and  liabilities,  capital  and  surplus  or  deficit;  a  state¬ 
ment,  of  surplus  or  deficit  analysis;  a  statement  of  income 
and  expense;  and  such  comments  and  information  as  may 
be  deemed  necessary  to  keep  Congress  informed  of  the  oper¬ 
ations  and  financial  condition  of,  and  the  use  of  Government 
capital  by,  each  such  corporation,. together  with  such  recom¬ 
mendations  with  respect  thereto  as  the  Comptroller  General 
may  deem  advisable,  including  a  report  of  any  impairment 
of  capital  or  lack  of  sufficient  capital  noted  in  the  audit  and 
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recommendations  for  the  return  of  such  Government  capital 
or  the  payment  of  such  dividends  as,  in  his  judgment,  should 
be  accomplished.  A  copy  of  each  report  shall  be  furnished 
to  the  President  and  to  the  corporation  concerned  at  the 
time  submitted  to  the  Congress. 

Sec.  204.  (a)  No  additional  Government  capital  or 
paid-in  surplus  shall  be  subscribed  or  paid  in  to  any  mixed- 
ownership  Government  corporation  except  pursuant  to  spe¬ 
cific  appropriation  therefor  hereafter  made.  ^ 

(b)  The  President  shall  include  in  the  annual  Budget 
any  recommendations  he  may  wish  to  make  as  to  the  return 
of  Government  capital  to  the  Treasury  by  any  mixed-owner- 
ship  corporation. 

TITLE  III— GENERAL  PROVISIONS 
Sec.  301.  The  expenses  of  auditing  the  financial  trans¬ 
actions  of  wholly  owned  and  mixed-ownership  Government 
corporations  as  provided  in  sections  105  and  202  of  this  ( 
Act  shall  be  borne  out  of  appropriations  to  the  General  Ac¬ 
counting  Office  and  appropriations  in  such  sums  as  may  be 
necessary  are  hereby  authorized  for  the  purpose. 

Sec.  302.  The  banking  or  checking  accounts  of  all 
wholly  owned  and  mixed-ownership  Government  corpora¬ 
tions  shall  be  kept  with  the  Treasurer  of  the  United  States,  or 
with  the  approval  of  the  Secretary  of  the  Treasury,  with 
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a  Federal  Reserve  bank,  or  with  a  designated  depositary 
or  fiscal  agent  of  the  United  States. 

Sec.  303.  (a )»  All  bonds,  notes,  debentures,  and  other 
similar  obligations  which  are  hereafter  issued  by  any  wholly 
owned  or  mixed  ownership  Government  corporation  shall 
be  in  such  forms  and  denominations,  shall  have  such  matu¬ 
rities,  shall  bear  such  rates  of  interest,  shall  be  subject  to  such 
terms  and  conditions,  shall  be  issued  in  such  manner  and  at 
such  times  and  sold  at  such  prices  as  may  be  approved  by  the 
Secretary  of  the  Treasury. 

(b)  Hereafter,  no  direct  obligation  of  the  United  States, 
and  no  obligation  guaranteed  by  the  United  States  as  to 
principal  or  interest,  or  both,  which  are  held  or  owned  by 
any  wholly  owned  or  mixed  ownership  Government  corpora¬ 
tion  shall  be  sold,  nor  shall  any  such  obligation  be  purchased 
Iw  any  such  corporation  without  the  approval  of  the  Secretary 
of  the  Treasury. 

(c)  The  Secretary  of  the  Treasury  is  hereby  authorized 
to  exercise  any  of  the  functions  vested  in  him  by  this  section 
through  any  officer  or  employee  of  any  agenc}^  whom  he 
may  designate  for  such  purpose. 

Sec.  304.  (a)  No  corporation  shall  be  created  hereafter 
by  any  officer  or  agency  of  the  Federal  Government  or  by 
any  Government  corporation,  except  by  direct  congressional 
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1  action  or  pursuant  to  Act  of  Congress  specifically  authorizing 

2  the  creation  of  such  corporation. 

3  (b)  Any  such  corporation  hereafter  created  shall  be 

4  subject  to  the  provisions  of  this  Act. 

5  Sec.  305.  All  laws  and  parts  of  laws  in  conflict  with 

6  this  Act,  to  the  extent  of  such  conflict,  are  hereby  repealed. 
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79th  CONGRESS 
1st  Session 


R.  3660 


IN  THE  HOUSE  OF  REPRESENTATIVES 

July  3, 1945 

Mr.  Whittington  introduced  the  following  bill ;  which  was  referred  to  the 
Committee  on  Expenditures  in  the  Executive  Departments 


A  BILL 

To  provide  for  financial  control  of  Government  corporations. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  lives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  “Government  Corporation 

4  Control  Act”. 

5  DECLARATION  OF  POLICY 

6  Sec.  2.  It  is  hereby  declared  to  be  the  policy  of  the 

7  Congress  to  bring  Government  corporations  and  their  trans- 

8  actions  and  operations  under  annual  scrutiny  by  the  Congress 

9  and  provide  current  financial  control  thereof. 
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TITLE  I— WHOLLY  OWNED  GOVERNMENT 
CORPORATIONS 

Sec.  101.  As  used  in  this  Act  the  term  “wholly  owned 
Government  corporation”  means  the  Commodity  Credit  Cor¬ 
poration;  Eederal  Intermediate  Credit  Banks;  Production 
Credit  Corporations;  Regional  Agricultural  Credit  Corpora¬ 
tions;  Farmers  Home  Corporation;  Federal  Crop  Insurance 
Corporation;  Federal  Farm  Mortgage  Corporation;  Federal 
Surplus  Commodities  Corporation;  Reconstruction  Finance 
Corporation;  Defense  Plant  Corporation;  Defense  Supplies 
Corporation;  Metals  Reserve  Company;  Rubber  Reserve 
Company;  War  Damage  Corporation;  Federal  National 
Mortgage  Association;  The  RFC  Mortgage  Company; 
Disaster  Loan  Corporation;  Inland  Waterways  Corporation; 
Warrior  River  Terminal  Company;  The  Virgin  Islands  Com¬ 
pany;  Federal  Prison  Industries,  Incorporated;  United  States 
Spruce  Production  Corporation;  Institute  of  Inter-American 
Affairs;  Institute  of  Inter- American  Transportation;  Inter- 
American  Educational  Foundation,  Incorporated;  Inter- 
American  Navigation  Corporation;  Prencinradio,  Incor¬ 
porated;  Cargoes,  Incorporated;  Export-Import  Bank  of 
Washington;  Petroleum  Reserves  Corporation;  Rubber  De- 
veleopment  Corporation;  U.  S.  Commercial  Company; 
Smaller  War  Plants  Corporation;  Federal  Public  Hous¬ 
ing  Authority  (or  United  States  Housing  Authority)  and 
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including  public  housing  projects  financed  from  appropri¬ 
ated  funds  and  operations  thereof;  Defense  Homes  Corpo¬ 
ration;  Federal  Savings  and  Loan  Insurance  Corporation; 
Home  Owners’  Loan  Corporation;  United  States  Housing 
Corporation;  Panama  Railroad  Company;  Tennessee  Valley 
Authority;  and  Tennessee  Valley  Associated  Cooperatives, 
Incorporated. 

Sec.  102.  Each  wholly  owned  Government  corporation 
shall  cause  to  he  prepared  annually  a  budget  program,  which 
shall  be  submitted  to  the  President  through  the  Bureau  of 
the  Budget  on  or  before  September  15  of  each  year.  The 
Bureau  of  the  Budget,  under  such  rules  and  regulations  as 
the  President  may  establish,  is  authorized  and  directed  to 
prescribe  the  form  and  content  of,  and  the  manner  in  which 
such  budget  program  shall  be  prepared  and  presented.  The 
budget  program  shall  be  a  business-type  budget,  or  plan  of 
operations,  with  due  allowance  given  to  the  need  for  flexi¬ 
bility,  including  provision  for  emergencies  and  contingencies, 
in  order  that  the  corporation  may  properly  carry  out  its 
activities  as  authorized  by  law.  The  budget  program  shall 
contain  estimates  of  the  financial  condition  and  operations 
of  the  corporation  for  the  current  and  ensuing  fiscal  years 
and  the  actual  condition  and  results  of  operation  for  the  last 
completed  fiscal  year.  Such  budget  program  shall  include  a 
statement  of  financial  condition,  a  statement  of  income  and 
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expense,  an  analysis  of  surplus  or  deficit,  a  statement  of 
sources  and  application  of  funds,  and  such  other  supple¬ 
mentary  statements  and  information  as  are  necessary  or  de¬ 
sirable  to  make  known  the  financial  condition  and  operations 
of  the  corporation.  Such  statements  shall  include  estimates 
of  operations  by  major  types  of  activities,  together  with  esti¬ 
mates  of  administrative  expenses,  estimates  of  borrowings, 
and  estimates  of  the  amount  of  Government  capital  funds 
which  shall  be  returned  to  the  Treasury  during  the  fiscal  year 
or  the  appropriations  required  to  provide  for  the  restoration 
of  capital  impairments. 

Sec.  103.  The  budget  programs  of  the  corporations  as 
modified,  amended,  or  revised  by  the  President  shall  he 
transmitted  to  the  Congress  as  a  part  of  the  annual  Budget 
required  by  the  Budget  and  Accounting  Act,  1921.  Amend¬ 
ments  to  the  annual  budget  programs  may  be  submitted  from 
time  to  time. 

Budget  programs  shall  be  submitted  for  all  wholly  owned 
Government  corporations  covering  operations  for  the  fiscal 
year  commencing  July  1,  1946,  and  each  fiscal  year  there¬ 
after. 

Sec.  104.  The  Budget  programs  transmitted  by  the 
President  to  the  Congress  shall  be  considered  and,  if  nec¬ 
essary,  legislation  shall  be  enacted  making  available  such 
funds  or  other  financial  resources  as  the  Congress  may  de- 
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termine.  The  provisions  of  this  section  shall  not  be  con¬ 
strued  as  preventing  wholly  owned  Government  corpora¬ 
tions  from  carrying  out  and  financing  their  activities  as 
authorized  by  existing  law,  nor  shall  any  provisions  of  this 
section  be  construed  as  affecting  in  any  way  the  provisions 
of  section  26  of  the  Tennessee  Valley  Authority  Act,  as 
amended.  The  provisions  of  this  section  shall  not  be  con¬ 
strued  as  affecting  the  existing  authority  of  any  wholly 
owned  Government  corporation  to  make  contracts  or  other 
commitments  without  reference  to  fiscal-year  limitations. 

Sec.  105.  The  financial  transactions  of  wholly  owned 
Government  corporations  shall  be  audited  by  the  General 
Accounting  Office  in  accordance  with  the  principles  and 
procedures  applicable  to  commercial  corporate  transactions 
and  under  such  rules  and  regulations  as  may  be  prescribed 
by  the  Comptroller  General  of  the  United  States:  Provided, 
That  such  rules  and  regulations  may  provide  for  the  reten¬ 
tion  at  the  offices  of  such  corporations,  in  whole  or  in  part, 
of  any  accounts  of  accountable  officers,  covering  corporate 
financial  transactions,  which  are  required  by  existing  law 
to  be  settled  and  adjusted  in  the  General  Accounting  Office, 
and  for  the  settlement  and  adjustment  of  such  accounts  in 
whole  or  in  part  upon  the  basis  of  examinations  in  the 
course  of  the  audit  herein  provided,  but  nothing  in  this 
proviso  shall  be  construed  as  affecting  the  powers  reserved 
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to  the  Tennessee  Valley  Authority  in  the  Act  of  Novem¬ 
ber  21,  1941  (55  Stat.  775) .  The  audit  shall  he  con¬ 
ducted  at  the  place  or  places  where  the  accounts  of  the 
respective  corporations  are  normally  kept.  The  representa¬ 
tives  of  the  General  Accounting  Office  shall  have  access  to 
all  hooks,  accounts,  financial  records,  reports,  files,  and  all 
other  papers,  things,  or  property  belonging  to  or  in  use  by 
the  respective  corporations  and  necessary  to  facilitate  the 
audit,  and  they  shall  be  afforded  full  facilities  for  verifying 
transactions  with  the  balances  or  securities  held  by  deposi¬ 
taries,  fiscal  agents,  and  custodians.  The  audit  shall  begin 
with  the  first  fiscal  year  commencing  after  the  enactment  of 
this  Act. 

Sec.  106.  A  report  of  each  such  audit  for  each  fiscal 
year  ending  on  June  30  shall  he  made  by  the  Comptroller 
General  to  the  Congress  not  later  than  January  15  following 
the  close  of  the  fiscal  year  for  which  such  audit  is  made. 
The  report  shall  set  forth  the  scope  of  the  audit  and  shall 
include  a  statement  (showing  intercorporate  relations)  of 
assets  and  liabilities,  capital  and  surplus  or  deficit;  a  state¬ 
ment  of  surplus  or  deficit  analysis;  a  statement  of  income 
and  expense;  a  statement  of  sources  and  application  of 
funds;  and  such  comments  and  information  as  may  he 
deemed  necessary  to  keep  Congress  informed  of  the  opera¬ 
tions  and  financial  condition  of  the  several  corporation-. 
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together  with  such  recommendations  with  respect  thereto  as 
the  Comptroller  General  may  deem  advisable,  including  a 
report  of  any  impairment  of  capital  noted  in  the  audit  and 
recommendations  for  the  return  of  such  Government  capital 
or  the  payment  of  such  dividends  as,  in  his  judgment,  should 
be  accomplished.  The  report  shall  also  show  specifically 
any  program,  expenditure,  or  other  financial  transaction  or 
undertaking  observed  in  the  course  of  the  audit,  which,  in 
the  opinion  of  the  Comptroller  General,  has  been  carried 
on  or  made  without  authority  of  law.  A  copy  of  each  re¬ 
port  shall  be  furnished  to  the  President,  to  the  Secretary  of 
the  Treasury,  and  to  the  corporation  concerned  at  the  time 
submitted  to  the  Congress. 

Sec.  107.  Whenever  it  is  deemed  by  the  Director  of 
the  Bureau  of  the  Budget,  with  the  approval  of  the  Presi¬ 
dent,  to  be  practicable  and  in  the  public  interest  that  any 
wholly  owned  Government  corporation  be  treated  with  re¬ 
spect  to  its  appropriations,  expenditures,  receipts,  accounting, 
and  other  fiscal  matters  as  if  it  were  a  Government  agency 
other  than  a  corporation,  the  Director  shall  include  in  con¬ 
nection  with  the  budget  program  of  such  corporation  in 
the  Budget  a  recommendation  to  that  effect.  If  the  Congress 
approves  such  recommendation  in  connection  with  the  bud¬ 
get  program  for  any  fiscal  year,  such  corporation,  with  respect 
to  subsequent  fiscal  years,  shall  be  regarded  as  an  establish- 
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ment  other  than  a  corporation  for  the  purposes  of  the  Budget 
and  Accounting  Act,  1921,  and  other  provisions  of  law 
relating  to  appropriations,  expenditures,  receipts,  accounts, 
and  other  fiscal  matters,  and  shall  not  be  subject  to  the  pro¬ 
visions  of  this  Act  other  than  this  section.  The  corporate 
entity  shall  not  he  affected  by  this  section. 

TITLE  II— MIXED-OWNERSHIP  GOVERNMENT 
.  CORPORATIONS 

Sec.  201.  As  used  in  this  Act  the  term  “mixed-owner¬ 
ship  Government  corporations”  means  (1)  the  Central 
Bank  for  Cooperatives  and  the  Regional  Banks  for  Coopera¬ 
tives,  (2)  Federal  Land  Banks,  (3)  Federal  Home  Loan 
Banks,  and  (4)  Federal  Deposit  Insurance  Corporation. 

Sec.  202.  The  financial  transactions  of  mixed-owner¬ 
ship  Government  corporations  for  any  period  during 
which  Government  capital  has  been  invested  therein  shall 
be  audited  by  the  General  Accounting  Office  in  accordance 
with  the  principles  and  procedures  applicable  to  commercial 
corporate  transactions  and  under  such  rules  and  regulations 
as  may  be  prescribed  by  the  Comptroller  General  of  the 
United  States.  The  audit  shall  be  conducted  at  the  place 
or  places  where  the  accounts  of  the  respective  corporations 
are  normally  kept.  The  representatives  of  the  General 
Accounting  Office  shall  have  access  to  all  books,  accounts, 
financial  records,  reports,  files,  and  all  other  papers,  things, 
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or  property  belonging  to  or  in  use  by  the  respective  cor¬ 
porations  and  necessary  to  facilitate  the  audit,  and  they 
shall  be  afforded  full  facilities  for  verifying  transactions  with 
the  balances  or  securities  held  by  depositaries,  fiscal  agents, 
and  custodians.  The  audit  shall  begin  with  the  first  fiscal 
year  commencing  after  the  enactment  of  this  Act. 

Sec.  203.  A  report  of  each  such  audit  for  each  fiscal 
year  ending  on  June  30  shall  be  made  by  the  Comptroller 
General  to  the  Congress  not  later  than  January  15,  following 
the  close  of  the  fiscal  year  for  which  such  audit  is  made. 
The  report  shall  set  forth  the  scope  of  the  audit  and  shall 
include  a  statement  (showing  intercorporate  relations)  of 
assets  and  liabilities,  capital  and  surplus  or  deficit;  a  state¬ 
ment  of  surplus  or  deficit  analysis;  a  statement  of  income 
and  expense;  a  statement  of  sources  and  application  of 
funds;  and  such  comments  and  information  as  may  be 
deemed  necessary  to  keep  Congress  informed  of  the  oper¬ 
ations  and  financial  condition  of,  and  the  use  of  Government 
capital  by,  each  such  corporation,  together  with  such  recom¬ 
mendations  with  respect  thereto  as  the  Comptroller  General 
may  deem  advisable,  including  a  report  of  any  impairment 
of  capital  or  lack  of  sufficient  capital  noted  in  the  audit  and 
recommendations  for  the  return  of  such  Government  capital 
or  the  payment  of  such  dividends  as,  in  his  judgment,  should 
be  accomplished.  The  report  shall  also  show  specifically 
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any  program,  expenditure,  or  other  financial  transaction 
or  undertaking  observed  in  the  course  of  the  audit,  which, 
in  the  opinion  of  the  Comptroller  General,  has  been  carried 
on  or  made  without  authority  of  law.  A  copy  of  each  report 
shall  be  furnished  to  the  President,  to  the  Secretary  of  the 
Treasury,  and  to  the  corporation  concerned  at  the  time 
submitted  to  the  Congress. 

Sec.  204.  The  President  shall  include  in  the  annual  Budget 
any  recommendations  he  may  wish  to  make  as  to  the  return 
of  Government  capital  to  the  Treasury  by  any  mixed-owner¬ 
ship  corporation. 

TITLE  III— GENERAL  PROVISIONS 

Sec.  301.  (a)  The  expenses  of  auditing  the  financial 
transactions  of  wholly  owned  and  mixed-ownership  Gov¬ 
ernment  corporations  as  provided  in  sections  105  and  202  of 
this  Act  shall  be  borne  out  of  appropriations  to  the  General 
Accounting  Office,  and  appropriations  in  such  sums  as  may 
be  necessary  are  hereby  authorized:  Provided ,  That  each 
such  corporation  shall  reimburse  the  General  Accounting 
Office  for  the  full  cost  of  any  such  audit  as  hilled  therefor 
by  the  Comptroller  General,  and  the  General  Accounting 
Office  shall  deposit  the  sums  so  reimbursed  into  the  Treasury 
as  miscellaneous  receipts :  Provided  further,  That  in  making 
the  audits  provided  in  said  sections  the  Comptroller  General 
shall,  to  the  fullest  extent  deemed  by  him  to  he  practicable, 
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utilize  reports  of  examinations  of  Government  corporations 
made  by  a  supervising  administrative  agency  pursuant  to 
law. 

(b)  For  the  purpose  of  conducting  such  audit  the 
Comptroller  General  is  authorized  in  his  discretion  to  employ 
not  more  than  ten  persons  without  regard  to  the  Classifica¬ 
tion  Act  of  1923,  as  amended,  only  one  of  whom  may  be 
compensated  at  a  rate  of  as  much  as  but  not  more  than 
$10,000  per  annum,  and  to  employ  by  contract,  without 
regard  to  section  3709  of  the  Revised  Statutes,  professional 
services  of  firing  and  organizations  for  temporary  periods 
or  for  special  purposes. 

(c)  The  audit  provided  iu  sections  105  and  202  of  this 
Act  shall  be  in  lieu  of  anv  audit  of  the  financial  transactions 
of  any  Government  corporation  required  to  lie  made  by  the 
General  Accounting  Office  for  the  purpose  of  a  report  to  the 
Congress  or  to  the  President  under  any  existing  law. 

(d)  Unless  otherwise  expressly  provided  by  law,  no 
funds  of  any  Government  corporation  shall  be  used  to  pay 
the  cost  of  any  private  audit  of  the  financial  records  of  the 
offices  of  such  corporation,  except  the  cost  of  such  audits 
contracted  for  and  undertaken  prior  to  April  25,  1945. 

Sec.  302.  The  banking  or  checking  accounts  of  all 
wholly  owned  and  mixed-ownership  Government  corpora¬ 
tions  shall  be  kept  with  the  Treasurer  of  the  United  States, 
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or,  with  the  approval  of  the  Secretary  of  the  Treasury,  with 
a  Federal  Reserve  bank,  or  with  a  hank  designated  as  a 
depositary  or  fiscal  agent  of  the  United  States:  Provided , 
That  the  Secretary  of  the  Treasury  may  waive  the  require¬ 
ments  of  this  section  under  such  conditions  as  he  may  deter-' 
mine:  And  provided  further,  That  this  section  will  not  apply 
to  the  establishment  and  maintenance  in  any  bank  for  a 
temporary  period  of  banking  and  checking  accounts  not  in 
excess  of  $50,000  in  any  one  bank.  The  provisions  of  this 
section  shall  not  be  applicable  to  Federal  Intermediate  Credit 
Banks,  Production  Credit  Corporations,  the  Central  Bank 
for  Cooperatives,  the  Regional  Banks  for  Cooperatives,  or 
the  Federal  Land  Banks,  except  that  each  such  corporation 
shall  be  required  to  report  annually  to  the  Secretary  of  the 
Treasury  the  names  of  the  depositaries  in  which  such  cor¬ 
poration  keeps  a  banking  or  checking  account,  and  the  Sec¬ 
retary  of  the  Treasury  may  make  a  report  in  writing  to  the 
corporation,  to  the  President,  and  to  the  Congress  which 
he  deems  advisable  upon  receipt  of  any  such  annual  report. 

Sec.  303.  (a)  All  bonds,  notes,  debentures,  and  other 
similar  obligations  which  are  hereafter  issued  by  any  wholly 

owned  or  mixed-ownership  Government  corporation  and 

« 

offered  to  the  public  shall  be  in  such  forms  and  denomina¬ 
tions,  shall  have  such  maturities,  shall  bear  such  rates  of 
interest,  shall  be  subject  to  such  terms  and  conditions,  shall 
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be  issued  in  such  manner  and  at  such  times  and  sold  at  such 
prices  as  have  been  or  as  may  be  approved  by  the  Secretary 
of  the  Treasury. 

Hereafter,  no  wholly  owned  or  mixed-ownership  Gov¬ 
ernment  corporation  shall  sell  or  purchase  any  direct  obli¬ 
gation  of  the  United  States  or  obligation  guaranteed  as  to 
principal  or  interest,  or  both,  for  its  own  account  and  in  its 
own  right  and  interest,  at  any  one  time  aggregating  in 
excess  of  $100,000,  without  the  approval  of  the  Secretary 
of  the  Treasury:  Provided,  That  the  Secretary  of  the  Treas¬ 
ury  may  waive  the  requirement  of  his  approval  with  respect 
to  any  transaction  or  classes  of  transactions  subject  to  the 
provisions  of  this  subsection  for  such  period  of  time  and 
under  such  conditions  as  he  may  determine. 

(c)  The  Secretary  of  the  Treasury  is  hereby  author¬ 
ized  to  exercise  any  of  the  functions  vested  in  him  by  this 
section  through  any  officer  or  employee  of  any  Federal 
agency  whom  he  may  designate,  with  the  concurrence  of 
the  head  of  the  agency  concerned,  for  such  purpose. 

(d)  Any  mixed-ownership  Government  corporation 
from  which  Government  capital  has  been  entirely  withdrawn 
shall  not  be  subject  to  the  provisions  of  section  302  or  of  this 
section  during  the  period  such  corporation  remains  without 
Government  capital.  The  provisions  of  subsections  (a)  and 
(b)  of  this  section  shall  not  be  applicable  to  Federal  Inter- 
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mediate  Credit  Banks,  Production  Credit  Corporations,  the 
Central  Bank  for  Cooperatives,  the  Regional  Banks  for 
Cooperatives,  or  the  Federal  Land  Banks,  except  that  each 
such  corporation  shall  be  required  to  consult  with  the  Secre¬ 
tary  of  the  Treasury  prior  to  taking  any  action  of  the  kind 
covered  by  the  provisions  of  subsections  (a)  and  (b)  of  this 
section,  and  in  the  event  an  agreement  is  not  reached,  the 
Secretary  of  the  Treasury  may  make  a  report  in  writing 
to  the  corporation,  to  the  President,  and  to  the  Congress 
stating  the  grounds  for  his  disagreement.  • 

Sec.  304.  (a)  No  corporation  shall  be  created,  organ¬ 
ized,  or  acquired  hereafter  by  any  officer  or  agency  of  the 
Federal  Government  or  by  any  Government  corporation  for 
the  purpose  of  acting  as  an  agency  or  instrumentality  of  the 
United  States,  except  by  Act  of  Congress  or  pursuant  to  an 
Act  of  Congress  specifically  authorizing  such  action. 

(b)  No  wholly  owned  Government  corporation  created 
by  or  under  the  laws  of  any  State,  Territory,  or  possession 
of  the  United  States  or  any  political  subdivision  thereof,  or 
under  the  laws  of  the  District  of  Columbia,  shall  continue 
after  June  30,  1948,  as  an  agency  or  instrumentality  of  the 
United  States,  and  no  funds  of,  or  obtained  from,  the  United 
States  or  any  agency  thereof,  including  corporations,  shall 
be  invested  in  or  employed  by  any  such  corporation  after  that 
date,  except  for  purposes  of  liquidation.  The  proper  corpo- 


15 


1  rate  authority  of  every  such  corporation  shall  take  the  neces- 

2  sary  steps  to  institute  dissolution  or  liquidation  proceedings 

3  on  or  before  that  date:  Provided ,  That  prior  thereto  any 

4  such  corporation  may  be  reincorporated  by  Act  of  Congress 

5  for  such  purposes  and  term  of  existence  and  with  such  pow- 

6  ers,  privileges,  and  duties  as  authorized  by  such  Act,  includ- 

7  ing  the  power  to  take  over  the  assets  and  assume  the  liabili- 

8  ties  of  its  respective  predecessor  corporation. 
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OFFICE  OP  BUDGET  AND  FINANCE 
Legislative  Reports  and  Service  Section 


79th-lstf  No.  134 


JIGEST  OF  PROCEEDINGS  OF  CONGRESS  OF  INTEREST  TO  THE  DEPARTMENT  OF  AGRICULTURE 
(Issued  .July  6,  .1945.  for  actions  of  Thursday,  July  5,  1945) 

. (For  staff  of  the  Department  only) 
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orted  corporation-coqJK'rol  bill. Rep. Bates  urged  Agri- 

and  Voorhis  introduced  food- 


HI GHLI GHTSi  House  committee 

culture  jurisdiction.' over  fisheries.  Reps.LaFollet 
allotment  bills.  House  passed  n 
cized  grain  and  feed  imports.  ReJ^  Hill  commende 

HOUSE 

WaR  AGENCIES  APPROPRIATION  BILLY  1946.  Parsed  with  amendments  this  bill,  H.R. 


war  agencies  appropriation  bill.  Rep. Murray  criti- 
wi  1 1  or/ Secretary . Anderson1. s  appointment. 


1. 


3649,  after  rejecting  Rep*.  TabeXjs  motion  to  recommit  (pp.  733^—46 ) 

The  following  items  were  striSkeryon  points  of  order  by: 

Rep.  Marcantonio,  N.Y.,  National  Jar  Labor  Board,  Offic.e  of  Defense 
Transportation,  QfficaF\f  Inter-American  Affairs,  Office  of  Jar 
Information,  and  War/ Shipping  Administration; 

Rep.  Celler ,  N.Y. ,  Office  of  gnomic  Stabilization,  Office  of  Sci¬ 
entific  Research ^£nd  development,  and  Petroleum  administrator  for 
W  ar ; 

Rep.  Norton,  N.J.y^War  Production -Y^ard,  and  Office  of  Strategic  Ser¬ 
vices  (pp.  7J36-8). 

Reps.  Rankin,  Miss.yFahd  May,  Ky. ,  discuss 
tions  for  agencies  established  by  presidential 
Powers  Act  (pp.  733^yf)  •  Rep.  Rich,  Pa.,  urged 
(p.  7344).  Reps.  Hendricks,  Fla.,  Whittington, 
discussed  FEPC  (pp.  7340-6) • 


the  authority  for  appropria-W 
order  under  the  "War 
economy  in  Federal  expenditures 
MisV ,  and  Marcantonio ,  N.Y. , 


2. 


\ 

FOOD  SUPPLY;  FISHERIES.  Rep.  Bates,  Mass.,  discussed  tha<importance  of  fisher¬ 
ies  to  the.  -fo/d  supply  and  stated  that  "fisheries  should  come  under  the  juris¬ 
diction  of  Jane  Department'  of  Agriculture  and. .-.  should  receive. . .  the  same  care 
and  attention  as  the  Department. .. gives  to  every  other  part  <%f  the,  food  supply 
system"  6pp.  7359-60).  *  . 

3.  Taxation^  Rep.  Patman,  Tex.,  commended  Alabama1  s  .action  rescinding\ormer  en¬ 
dorsement  of  proposed  limitation  of  25 %  of  income  for  taxes  (pp.  7^6— 9). 
y Agreed,  211- 131,  to  resolution  providing  for  consideration  of  H.'pt.  3633, 
new  tax  bill  "to  facilitate  reconversion"  (pp.  7349-56).  V 

A,  •  . 

’  •  •  .  ■  . .  ' 

1*.  BUD&iT.  riep.  Outland,  Calif.,  urged  early  consideration 

/  legislation  providing  for  a  full- employment  budget  (pp.  7380  l). 


BRET TON  WOODS  AGREEMENTS,  Rep.  Kunkel,  Pa.,  urged,  prompt  acceptance  of  these 
agreements  (p.  7326)*  / 


6.  laEUiL  .ELECTRIFICATION.  Reps.  Tarver,  Ga. ,  Rankin,  Miss.,  and  others  discussed 
the  editorial  changes  made  in  the  transcript  for  the  Congressional  Record  in 
connection  with  a  discussion  on  the  floor  of  the  House  on  the  REA  item  in  the 
second-  deficiency  appropriation  hill  (p?.  7330-5.  7889-40).  /  - — 


7.  '  GOVERNMENT  CORPORATIONS.  Expenditures  in  the  Executive  Departments  Committee 

reported  without  amendment  H.R. 3660,  to  provide  for  financial  control  of  Govern¬ 
mental  corporations  (H.Rept.  856) (p.  7376). 


ITEMS  IN  APPENDIX 


.SID^AR  SHORTAGE.  Rep.  Hill,  Colo.,  commended  the  appointment  of  Secretary\Ander- 
,4on  and  discussed  the  sugar  "shortage"  and  prices  (pp.  A3548-9). 

PRICE  CONTROL;  RATIONING.  Extension  of  remarks  of  Rep.  Mason,  Ill.,  criticizW 
the  OPA  hill  and  inserting  a  Chicago  Tribune  editorial  on  the  sub ject(p.A3546p 


9. 


PERSONNEL  CEILMGS.  Received  Budget  Bureau's  final  report, 
activities  f or  \he  fiscal  year  1945*  ^0  Civil  Service 


)n  personnel-ceiling 

nittee.  (p.  7376.) 


HOUSING.  Received  \he  third  annual  report  of  the  National  Housing  Agency.  1o 
Public  Buildings  ana*y Grounds  Committee,  (p.  7376.) 

SENATE 


NOT  IN  SESSION.  Naxt  meeting  5\i.,  July  6. 

10.  CLAIMS.  Received  (June  30*  1§45)  from  the  president  supplemental  appropriation 

estimates  for  payment  of  judgmhpts  rendered  by  the  Court  of  Claims  (S.  Doc.64) 
and  for  payment  of  claims  allowed  by  Gi\p  (S.  Doc.  66). 

11.  ROADS.  Received  (July  3»  19^5)  from\fche  President  supplemental  appropriation 

estimate  of  $25,000,000  and  proposed  contract  authority  of  $75*000,000  for 
carrying  out  the  Federal  Highway  ^ct  ($.  Doc.  7l)» 

BILts  INTRODUCED 

12.  DAYLIGHT-SAVING  TIME.  H.R.  l&IS,  by  Rep.  CanhjOn,  Mo.,  to  restore  standard  time. 

To  Interstate  and  Foreign  -Commerce  Committee,  (p.  7376.) 

/ 

13.  POSTAGE  RATES.  H.  R.  3693*  "by  Hep.  Hartley,  N.  J.\  to  provide  for  the  transfer 
of  books  from  fourth-mass  mail  matter  (parcel  post)  to  second-class  mail 
matter.  To  Post  Office  and  Post  Roads  Committee.  ua,.  7377*) 

14.  INVENTIONS.  H.  R./3694,  by  Rep.  Hartley,  N.J.,  to  declare  the  national  policy 

regarding  the  ta€t  for  determining  invention.  To  Patent Committee,  (p.7377*) 

15.  FOOD- ALLOTMENJ^TRO GRAM .  H.  R.  3695,  by  Rep.  LaFollette,  Ind\  and  H.  R.  3696, 

by  Rep.  Voojmis,  Calif.,  to  provide  for  a  food- allotment  program.  To  Agricul¬ 
ture  Committee.  (p.  7377 • ) 


16.  VETERANS 
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ef  Columbia  by  levying  a  tax  upon  all  dogs 
therein,  to  make  such  dogs  personal  property, 
auditor  other  purposes,”  approved  June  10, 
1878j*ais  amended; 

K.  K>y3024.  An  act  making  appropriations 
for  the  'Department  of  the  Interior  for  the 
fiscal  yeanending  June  30,  1946,  and  for  other 
purposes;  \ 

H.  R.3118.  \n  act  to  amend  section  100  of 
Public  Law  NoV346,  Seventy-eighth  Congress, 
June  22,  1944,  tto  grant  certain  priorities  to 
the  Veterans’  Adiijjnistration,  and  for  other 
purposes;  \ 

H.R.  3199.  An  act'- making  appropriations 
for  the  Department  of-Labor,  the  Federal  Se¬ 
curity  Agency,  and  plated  independent 
agencies  for  the  fiscal  year  ending  June  30, 
1946,  and  for  other  purposes; 

H.R.  3201.  An  act  to  amend  the  District  of 
Columbia  Alley  Dwelling  Act, approved  June 
12.  1934,  as  amended;  \ 

H.  R.  3257.  An  act  to  remove  restrictions  to 
the  appointment  of  retired  officers  of  the 
United  States  Public  Health  Service  dr  retired 
civilian  employees  of  the  United  States  Gov¬ 
ernment  or  District  of  Columbia  government 
as  Superintendent  of  Gallinger  Municipal 
Hospital  in  the  District  of  Columbia,  and  for 
other  purposes; 

H.R.  3266.  An  act  to  amend  the  Federal 
Food,  Drug,  and  Cosmetic  Act  of  June  25, 
1938,  as  amended,  by  providing  for  the  cer¬ 
tification  of  batches  of  drugs  composed 
wholly  or  partly  of  any  kind  of  penicillin  or 
any  derivative  thereof,  and  for  other  pur¬ 
poses; 

H.  R.  3269.  An  act  further  amending  the 
part  of  the  act  entitled  “An  act  making  ap¬ 
propriations  for  the  naval  service  for  the 
fiscal  year  ending  June  30,  1921,  and  for 
other  purposes,”  approved  June  4,  1920,  as 
amended,  relating  to  the  conservation,  care, 
custody,  protection,  and  operation  of  the 
naval  petroleum  and  oil-shale  reserves; 

H.  R.  3287.  An  act  to  authorize  the  at¬ 
tendance  of  the  Marine  Band  at  the  national 
encampment  of  the  Grand  Army  of  the  Re¬ 
public  to  be  held  at  Columbus,  Ohio,  Septem¬ 
ber  9  to  14,  inclusive,  1945; 

H.  R.  3436.  An  act  providing  for  a  medal 
for  service  in  the  armed  forces  during  the 
present  war; 

II.  R.  3550.  An  act  making  appropriations 
for  the  Military  Establishment  for  the  fiscal 
year  ending  June  £0,  1946,  and  for  other  pur¬ 
poses; 

H.  R.  3579.  An  act  making  appropriations, 
to  supply  deficiencies  in  certain  appropria-jj 
tions  for  the  fiscal  year  ending  June  30,  1945, J 
and  for  prior  fiscal  years,  to  provide  supple¬ 
mental  appropriations  for  the  fiscal  years 
ending  June  30,  1945,  and  June  30,  1946,  to| 
provide  appropriations  for  the  fiscal  year  end¬ 
ing  June  30.  1946,  and  for  other  purpose* 

H.  R.  3607.  An  act  to  authorize  the  Jrresi 
dent  to  appoint  Gen.  Omar  N.  Bradlevto  the 
office  of  Administrator  of  Veteran^/  Affairs, 
without  affecting  his  military  sj&tus  and 
perquisites; 

H.  J.  Res.  202.  Joint  resolutipf)  reducing 
certain  appropriations  available  in  the  fiscal 
year  ending  June  30,  1945;  ax' 

H.  J.  Res.  215.  Joint  resolution  authorizing 
the  production  of  petroleum  for  the  national 
defense  from  Naval  Petroleum  Reserve  No.  1. 

On  July  5,  1945/" 

H.  R.  3240.  An  act,/o  extend  the  authority 
of  the  President  under  section  350  of  the 
Tariff  Act  of  1930/as  amended,  and  for  other 
purposes. 

.  ADJOURNMENT 

Mr.  Ou/lAND.  Mr.  Speaker,  I  move 
that  the/House  do  now  adjourn. 

Thsinotion  was  agreed  to;  accordingly 
fat  ^o’clock  and  14  minutes  p.  m.),  un¬ 
der/its  previous  order,  the,  House  ad- 
jc^rned  until  tomorrow,  Friday,  July  6, 
Jr945,  at  11  o’clock  a.  m. 


COMMITTEE  HEARINGS 

Committee  on  World  War  Veterans’  Legis¬ 
lation 

(Friday,  July  6,  1945) 

There  will  be  a  meeting  of  the  Com¬ 
mittee  on  World  War  Veterans’  Legisla¬ 
tion,  in  executive  session,  on  Friday,  July 
6,  1945,  at  10  o'clock,  a.  m.,  in  the  com¬ 
mittee  room  358,  Old  House  Office  Build¬ 
ing. 

Committee  on  Public  Buildings  and  Grounds 
(Friday,  July  6,  1945) 

There  will  be  a  meeting  of  the  Com¬ 
mittee  on  Public  Buildings  and  Grounds 
at  10:30  a.  m.  on  Friday,  July  6,  1945, 
for  consideration  of  House  Joint  Resolu¬ 
tion  31. 


EXECUTIVE  COMMUNICATIONS,  ETC. 

Under  clause  2  of  rule  XXIV,  executive 
communications  were  taken  from  the 
Speaker’s  table  and  referred  as  follows: 

601.  A  letter  from  the  Director,  Bureau  of 
the  Budget,  transmitting  a  report  containing 
five  tables,  covering  the  determinations  by  the 

lirector  of  the  Bureau  of  the  Budget  during 
ne  fourth  quarter  of  the  fiscal  year  1945,  pf 
til's,  numbers  of  employees  required  by  She 
executive  departments  and  agencies  foj/the 
proper,  and  efficient  exercise  of  their  respec¬ 
tive  functions;  to  the  Committee  on  the  Civil 
Service. 

602.  A  letter  from  the  Administrator,  Na¬ 
tional  HousNg  Agency,  transmitting  the  third 
annual  reportVf  the  National  Bousing  Agency 
for  the  calenda^year  1944;  tp'the  Committee 
on  Public  Build  rugs  and  Grounds. 


REPORTS  OF  COMMITTEES  ON  PRIVAIJJ 
BILLS  AND  RESOLUTIONS 

Under  clause  2  of  rule  XIII,  re 
committees  were  delivered  to  the/Clerk 
for  printing  and  reference  to  thjr  proper 
calendar,  as  follows: 

Mr.  STIGLER:  Committee  otf'  Claims.  S. 
90.  An  act  for  the  relief  ot/the  estate  of 
George  O'Hara;  without  amendment  (Rept. 
No.  860).  Referred  to  theyffommittee  of  the 
Whole  House. 

Mr.  CASE  of  New  Jersey:  Committee  on 
Claims.  S.  620.  An  for  the  relief  of  the 
widow  of  Joseph  C^&kin;  without  amend¬ 
ment  (Rept.  No.  8 Referred  to  the  Com¬ 
mittee  of  the  Wh»le  House. 

Mr.  McGEHESf  Committee  on  Claims.  H. 
R.  3574.  A  biivfor  the  relief  of  certain  claim¬ 
ants  who  suffered  loss  by  flood  in,  at,  or  near 
Bean  Lake  A\  Platte  County,  in  the  State  of 
Missouri,. during  the  month  of  March  1934; 
without/amendment  (Rept.  No.  862).  Re¬ 
ferred  jtb  the  Committee  of  the  Whole  House. 

Mr/DAVIS :  Committee  on  Military  Affairs. 
H.  R.  239.  A  bill  for  the  relief  of  Dr.  Ernest 
H/’  Stark;  without  amendment  (Rept.  No. 

863) .  Referred  to  the  Committee  of  the 
y /Whole  House. 

Mr.  DAVIS:  Committee  on  Military  Affairs. 
H.  R.  240.  A  bill  for  the  relief  of  Dr.  James 
M.  Hooks;  without  amendment  (Rept.  No. 

864) .  Referred  to  the  Committee  of  the 
Whole  House. 

Mr.  MAY:  Committee  on  Military  Affairs. 
H.  R.  1276.  A  bill  to  authorize  the  Secretary 
of  \^ar  to  quitclaim  to  Chanslor-Canfield 
Midway  Oil  Co.  subsurface  mineral  and  water 
rights  in  211.36  acres  of  land  in  the  county 
of  Los  Angeles,  Calif.:  with  amendment 
(Rept.  No.  865).  Referred  to  the  Committee 
of  the  Whole  House. 


REPORTS  OF  COT 
BILLS  AND, 


EES  ON  PUBLIC 
SOLUTIONS 


Under  clause  2/bf  rulte  XIII,  reports  of 
committees  we^fe  delivered  to  the  Clerk 
for  printing  and  referenceSio  the  proper 
calendar,  as  follows: 

Mr.  COCHRAN:  Committee  o\  Accounts. 
House  Resolution  305.  Resolution \o  provide 
for  further  expenses  of  invest igatiom^utlior- 
ized  by  House  Resolution  138,  SeventXninth 
Congress;  without  amendment  (Reprv  No. 

-8aaf  m  t.ha  Hnutf,  GalandAr.. 

Mr.  WHITTINGTON:  Committee  on  Ex¬ 
penditures  in  the  Executive  Departments.  H. 
R.  3660.  A  bill  to  provide  for  financial  control 
of  Government  corporations;  without  amend¬ 
ment  (Rept.  No.  856).  Referred  to  the  Com¬ 
mittee  of  the  Whole  House  on  the  State  of  the 
Union. 

Tlr.  WOODRUM  of  Virginia:  Select  Com- 

mittee  on  Postwar  Military  Policy.  Report 
pursuant  to  House  Resolution  465  of  the 
Seventy-eighth  Congress,  second  session,  and 
House  Resolution  55  of  the  Seventy-ninth 
Congress,  concerning,  universal  military 
training  (Rept.  No.  857).  Referred  to  the 
Committee  of  the  Whole  House  on  the  State 
of  the  Union. 

Mr.  DAVIS:  Committee  on  Military  Af¬ 
fairs.  H.  R.  2240.  A  bill  to  amend  the  Pay 
Readjustment  Act  of  1942,  as  amended,  and 
for  other  purposes;  with  amendment  (Rept. 
No.  858).  Referred  to. the  Committee  of  the 
Whole  House  on  the  State  of  the  Union. 

Mr.  McGEHEE:  Committee  on  Claims.  H. 
R.  3111.  A  bill  to  amend  the  act  approved 
January  2,  1942,  as  amended,  approved  April 
22,  1943,  entitled  ‘‘An  act  to  provide  for  the 
prompt  settlement  of  claims  for  damages  oc¬ 
casioned  by  Army.  Navy,  and  Marine  Corps 
forces  in  foreign  countries”;  without  amend¬ 
ment  (Rept.  No.  859).  Refereed  to  the  Com¬ 
mittee  of  the  Whole  House  on  the  State  of  the 

_  Union. 


PUBLIC  BILLS  AND  RESOLUTIONS 

Under  clause  3  of  rule  XXII,  public 
bill  and  resolutions  were  introduced  and 
severally  referred  as  follows: 

By  Mr.  BROWN  of  Georgia; 

H.R.  3678.  A  bill  to  repeal  the  automobile- 
use  tax;  to  the  Committee  on  Ways  and 
Means. 

By  Mr.  CANNON  of  Missouri: 

II.  R.  3679.  A  bill  to  restore  standard  time; 
to  the  Committee  on  Interstate  and  Foreign 

Iommerce. 

By  Mr.  CASE  of  South  Dakota: 

H.  R.  3680.  A  bill  to  provide  for  the  pur- 
hase  of  restricted  Indian  lands  from  heirs 
from  any  Indian  over  60  years  of  age;  to 
Committee  on  Indian  Affairs. 
kR.  3681.  A  bill  to  provide  for  removal  of 
etions  on  property  of  Indians  who  serve 
n  that  armed  forces;  to  the  Committee  on 
Indian  ^Affairs. 

BjNMr.  EILDAY : 

H.R.  368^  A  bill  to  amend  section  302  (a) 
of  Public  Lmt  346.  Seventy-eighth  Congress; 
to  the  Committee  on  World  War  Veterans’ 
Legislation. 

H.  R.  3683.  A  to  provide  retirement 

from  active  services  of  Army,  Navy,  Marine 
Corps,  and  Coast  Gulttd  personnel  under  cer¬ 
tain  conditions;  to  tnV  Committee  on  Mili¬ 
tary  Affairs. 

By  Mr.  TRIMBLE:' 

H.  R.  3684.  A  bill  to  permit  the  use  of  clerk 
hire  for  contributing  to  tilt  compensation 
of  individuals  appointed  by  StSfe  delegations 
to  assist  such  delegations  in  matters  relat¬ 
ing  to  veterans;  to  the  Committee  on  Ac¬ 
counts.  \ 

By  Mrs.  ROGERS  of  Massachusetts: 

H.  R.  3685.  A  bill  to  provide  adWiuate 
nurse  or  attendant  allowance  to  service5  dis¬ 
abled  veterans,  and  for  other  purposes;  tio 
the  Committee  on  World  War  Veteran*’ 
Legislation.  % 
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July  5,  1945. — -Committed  to  the  Committee  of  the  Whole  House  on  the  State  of 
the  Union  and  ordered  to  be  printed 


Mr.  Whittington,  from  the  Committee  on  Expenditures  in  the 
Executive  Departments,  submitted  the  following 

REPORT 

[To  accompany  H.  R.  3660] 

The  Committee  on  Expenditures  in  the  Executive  Departments,  to 
whom  was  referred  the  bill  (H.  R.  3660)  to  provide  for  financial  control 
of  Government  corporations,  having  considered  the  same,  report 
favorably  thereon  without  amendment  and  recommend  that  the  bill 
do  pass. 

The  bill,  H.  R.  3660,  reported  on  herein  supersedes  the  bill  PI.  R. 
2177,  to  provide  for  financial  control  of  Government  corporations, 
which  is  printed  in  the  appendix,  an  identical  bill,  PI.  R.  2051,  having 
been  introduced  by  Mr.  Case  of  South  Dakota.  The  committee 
held  extensive  hearings  which  are  available  on  H.  R.  2177,  at  the 
conclusion  of  which  it  authorized  the  introduction  and  reporting  of  a 
new  bill,  H.  R.  3660,  embodying  all  amendments  agreed  upon  as  a 
result  of  the  hearings.  The  reports  in  the  appendix  were  submitted 
on  the  original  H.  R.  2177,  and  the  new  bill,  H.  R.  3660,  completely 
removes  ah  valid  objections  contained  in  the  reports  on  the  original 
bill. 

Need  for  Legislation 

During  the  past  25  years  Government  corporations  have  assumed 
a  role  of  increasing  importance  in  the  financial  structure  of  the  Gov¬ 
ernment.  However,  during  that  time  there  has  been  developed  no 
over-all  financial  coordination  and  control  of  such  corporate  activities 
comparable  to  those  provided  by  the  Budget  and  Accounting  Act, 
1921,  for  the  regular  Government  departments  and  establishments. 
That  act,  designed  to  provide  a  budget  system  and  an  independent 
audit  for  Government  expenditures,  was  enacted  at  a  time  when 
Government  corporations  did  not  form  an  important  part  of  the  total 
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governmental  financial  picture.  Aside  from  the  Panama  Railroad 
Company  and  the  Federal  land  banks,  the  Government  corporations 
then  in  existence  were  wartime  corporations  even  then  in  various 
stages  of  liquidation.  With  the  exception  of  the  Federal  intermediate 
credit  banks  and  the  Inland 'Waterways  Corporation,  this  situation 
continued  practically  unchanged  until  the  creation  of  the  Reconstruc¬ 
tion  Finance  Corporation  in  1932.  The  establishment  of  this  Cor¬ 
poration  marked  the  advance 'of  Government  into  new  fields 'of  eco¬ 
nomic  activity,  a  trend  which  has  continued  until  today  there  are  101 
separate  Government  corporations  engaged  in  various  fields  of  pro¬ 
duction,  transportation,  generation  of  power,  loans,  housing,  insur¬ 
ance,  and  other  lines  of  business. 

The  magnitude  of  the  operations  of  Government  corporations  is 
evident  from  an  analysis  of  their  combined  balance  sheets  as  of  March 
31,  1945,  included  in  the  appendix.  As  of  this  date,  gross  assets  of 
these  corporations  amounted  to  29.6  billion  dollars,  gross  liabilities 
totaled  28.4  billion  dollars,  and  net  worth  amounted  to  1.2  billion 
dollars.  Of  the  total  gross  assets,  the  major  items,  after  taking  out 
reserves  for  valuation  and  estimated  losses,  consisted  of  13.3  billion 
dollars  in  loans  receivable;  7.8  billion  dollars  in  land,  structures,  and 
equipment;  2.9  billion  dollars  in  commodities,  supplies,  and  materials; 
2.1  billion  dollars  in  investments;  and  1.6  billion  dollars  in  other 
receivables.  Of  the  total  gross  liabilities,  22  billion  dollars  were  in 
bonds,  notes,  and  debentures  issued  by  the  corporations,  of  which 
11.6  billion  dollars  w'ere  held  by  the  Treasury,  8.1  billion  dollars  were 
held  by  Government  corporations,  and  2.3  billion  dollars  wereheld 
by  the  public.  It  is  also  significant  to  note  that  duiingfhe  9  months 
ended  March  31,  1945,  the  financing,  investment,  and  lending  ope  - 
ations  reported  by  the  corporations  reflect,  on  a  combined  basis, 
borrowings  of  7.9  billion  dollars  and  repayment  of  borrowings  of  7.5 
billion  dollars;  investments  of  corporation  funds  of  0.6  billion  dollars 
and  repayment  of  investments  of  0.8  billion  dollars;  and  loans  made 
of  6.6  billion  dollars  and  repayments  on  loans  of  6.8  billion  dollais. 

In  the  past  decade  there  has  been  increasing  awareness  in  the  legis¬ 
lative  and  the  executive  branches  that  the  financial  program  of  the 
Government  cannot  be  effectively  coordinated  without  some  control 
over  Government  corporations.  At  the  same  time,  it  has  been  recog¬ 
nized  that -Government  corporations  were  created  to  conduct  their 
activities  with  a  freedom  thought  to  be  inconsistent  with  the  types  of 
financial  control  applicable  to  the  regular  Government  departments 
and  agencies.  While  various  steps  have  been  taken  from  time  to 
time  by  the  President  and  by  the  Congress  to  bring  Government  cor¬ 
porations  under  some  measure  of  financial  control,  the  type  and  degree 
of  control  effected  has  varied  widely  among  the  corporations,  often 
without  regard  to  the  real  needs  of  the  situation  or  the  relation  of  the 
corporation  to  the  general  financial  program  of  the  Government. 
Because  of  this,  the  annual  Budget  submitted  by  the  President  to  the 
Congress  is  incomplete,  and  until  the  enactment  of  Public  Lavr  4, 
apm-oved  February  24,  1945,  the  audit  by  the  General  Accounting 
Office  was  in  a  similar  state.  Likewise,  the  Treasury  Department  in 
its  administration  of  the  general  fiscal  program  of  the  Government 
depends  in  many  cases  upon  voluntary  cooperation  of  numerous  Gov¬ 
ernment  corporations  in  arranging  and  reporting  their  financial  trans¬ 
actions. 
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The  perplexing  problems  just  described  were  made  the  subject  of  a 
thorough  study  by  the  Joint  Committee  on  Reduction  of  Nonessential 
Federal  Expenditures,  which  issued  its  resulting  report  on  Government 
corporations  on  August  1,  1944.  That  report  was  printed  as  Senate 
Document  No.  227,  Seventy-eighth  Congress,  and  following  its  publi¬ 
cation  there  were  introduced  S.  469,  R.  R.  2051,  and  11.  R.  2177, 
Seventy-ninth  Congress,  first  session,  embodying  recommendations  of 
the  report  designed  to  establish  financial  control  over  Government 
corporations  by  the  Congress,  the  President  through  the  Bureau  of  the 
Budget,  the  Treasury  Department,  and  the  General  Accounting 
Office,  with  due  regard  to  the  need  for  flexibility  in  the  operations  of 
sucli  corporations. 

/  The  Comptroller  General  of  the  United  States,  the  Director  of  the 
Bureau  of  the  Budget,  and  the  Treasury  Department  have  strongly 
endorsed  the  objectives  of  this  bill.  The  language  of  the  accompany¬ 
ing  bill  was  drafted  after  full  hearings,  at  which  all  Government 
corporations  were  given  an  opportunity  to  appear  and  state  their  views. 
Also,  reports  received  from  all  Go vernment  'corporations,  and  printed 
in  the  appendix  hereto,  were  given  careful  consideration  by  the 
committee.  Every  effort  has  been  made  to  frame  this  bill  in  such  a 
manner  as  to  provide  for  the  necessary  over-all  financial  control 
without  interfering  with  the  required  flexibility  of  operation  of  the 
corporations  affected.  It  cannot  be  denied  that  this  bill  will  have 
some  effect  on  such  operations,  many  of  which  have  heretofore  been 
subject  to  no  general  financial  control  whatsoever  by  the  established 
fiscal  agencies  of  the  Government,  the  President,  or  the  Congress. 
However,  the  committee  feels  that  the  individual  interests  of  the 
corporations  concerned,  which  are  only  insti  umentalities  of  the  Govern¬ 
ment,  must  be  balanced  in  this  regard  against  the  general  interest  of 
the  Government  and  the  taxpayers. 

This  legislation  is  strongly  supported  by  the  President,  as  indicated 
by  the  Director  of  the  Bureau  of  the  Budget  in  his  testimony  before 
the  committee,  and  by  the  following  letter  received  from  the  White 
House  under  date  of  June  11,  1945: 


The  White  House, 
Washington,  June  11,  1945. 

Hon.  Carter  Manasco, 

Chairman,  Committee  on  Expenditures  in  the  Executive  Departments, 

House  of  Representatives. 

My  Dear  Mr.  Manasco:  I  am  writing  this  note  to  eliminate  any  misunder¬ 
standing  as  to  my  attitude  on  the  Byrd-Butler  bill  which  is  now  before  your 
committee  as  H.  R.  2177. 

I  heartily  favor  this  proposal.  It  is  a  long-delayed  forward  step  applying  the 
sound  doctrine  of  an  Executive  budget,  as  enacted  in  the  Budget  and  Accounting 
Act  of  1921,  to  the  many  important  Government  corporations  which  have  since 
come  upon  the  scene. 

Sincerely  yours, 

Harry  S.  Truman. 


Attention  is  invited  to  the  fact  that  the  President’s  letter  was  written 
in  support  of  H.  R.  2177  in  its  original  form,  which  would  have  imposed 
on  the  corporations  concerned  much  more  stringent  financial  controls 
than  those  proposed  by  the  present  bill,  H.  R.  3660. 

The  committee  is  fully  aware  of  the  organized  effort  on  the  part  of 
certain  corporations  to  oppose  the  enactment  of  any  legislation  to 
extend  financial  control  over  their  operations.  Surely  the  Congress 
which  has  been  responsible  for  creating  the  vast  majority  of  the 
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Government  corporations  retains  the  right  to  exercise  control  over 
their  activities— a  right  which  it  has  delayed  too  long  in  asserting. 

The  committee,  on  the  other  hand,  is  appreciative  of  the  cooperative 
attitude  displayed  by  the  officials  of  certain  corporations,  particularly 
the  Reconstruction  Finance  Corporation.  This  Corporation  is  the 
largest,  and  probably  the  most  complicated,  of  all  Government  cor¬ 
porations.  Yet  it  has  expressed  its  agreement  with  the  principle 
that  Congress  should  have  an  opportunity  annually  to  scrutinize  and 
pass  upon  the  activities  of  Government  corporations  within  the  frame¬ 
work  of  a  system  of  budget  control,  while  preserving  the  flexibility 
necessary  to  the  operations  of  the  corporate  form  of  Government 
instrumentality.  Attention  is  directed  to  the  statement  on  behalf 
of  the  Corporation  which  is  reproduced  in  the  appendix. 

Purposes  of  the  Bill 

The  power  of  the  purse  is  one  of  the  most  important  powers  reserved 
to  the  Congress  in  the  Constitution.  In  the  case  of  many  Govern¬ 
ment  corporations  the  Congress  has  not  adequately  exercised  its  power 
to  control  public  expenditures.  This  bill  is  designed  to  bring  Govern-  | 
ment  corporations  and  their  transactions  and  operations  under  annual 
scrutiny  by  the  Congress  and  provide  current  financial  control  thereof 
through  the  regular  fiscal  agencies  of  the  Government. 

The  committee  recognizes  that  there  are  certain  activities  of  Gov¬ 
ernment  that  can  be  more  effectively  administered  through  the  cor¬ 
porate  device  than  by  a  regular  agency.  Therefore,  the  development 
of  financial  controls  must  necessarily  take  into  account  certain  pecu¬ 
liarities  of  the  corporate  device,  since  to  do  otherwise  might  impair 
the  ability  of  the  corporations  to  carry  out  their  statutory  responsi¬ 
bilities.  The  committee,  however,  is  unwilling  to  admit  that  these 
characteristics  are  so  unique  that  the  application  of  any  financial 
control  by  the  Congress  or  the  executive  branch  of  the  Government 
will  hamper  the  corporations  in  the  execution  of  their  authorized 
programs. 

It  is  not  the  purpose  of  the  bill  to  attack  or  destroy  any  Govern¬ 
ment  corporation  or  to  place  any  corporation  in  a  strait-jacket. 
Rather,  the  bill  is  designed  to  coordinate  the  financial  operations  of 
the  corporations  with  those  of  the  Government  in  general.  Due  to 
their  magnitude,  the  financial  transactions  of  Government  corpora¬ 
tions  have  a  distinct  bearing  upon  the  general  financial  condition  and  | 
fiscal  policies  of  the  Government.  Properly  administered,  the  re¬ 
quirements  of  the  bill  should  facilitate  the  operations  of  the  corpora¬ 
tions  by  giving  them  a  periodic  opportunity  to  appear  before  the 
Congress  and  justify  their  programs.  This  should  be  an  improve¬ 
ment,  from  every  standpoint  over  the  present  condition,  under  which 
certain  corporations  frequently  are  required  to  appear  before  numerous 
committees  within  the  course  of  a  year,  while  other  corporations  are 
not  subjected  in  any  way  to  the  annual  scrutiny  of  the  Congress. 
This  bill  corrects  the  situation  by  providing  for  an  annual  congres¬ 
sional  scrutiny  of  the  entire  operations  of  all  wholly  owned  Govern¬ 
ment  corporations  and  a  review  of  their  programs  for  the  ensuing 
fiscal  year.  The  committee  feels  that  suspicion,  sometimes  unjust, 
has  in  the  past  been  generated  in  the  minds  of  many  by  the  lack  of 
just  such  a  regular  means  of  reviewing  the  activities  and  the  plans  of 
the  Government  corporations. 
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Emphasis  is  placed  by  the  bill  on  the  types  of  programs  in  which 
the  corporations  are  engaged.  While  annual  reports  are  now  sub¬ 
mitted  to  the  Congress,  setting  forth  the  accomplishments  of  the 
corporations,  such  reports  are  not  uniform  in  character,  nor  are  they 
subjected  to  a  careful  review  by  the  Congress.  This  bill  establishes 
a  procedure  for  the  submission  of  regular  budget  and  audit  reports 
relatively  uniform  in  character  which  will  be  subjected  to  annual 
review  and  action  thereon  by  the  Congress. 

The  bill  distinguishes  between  wholly  owned  Government  corpora¬ 
tions,  in  which  the  Government  holds  all  the  stock  or  other  capital 
interests,  and  mixed-ownership  Government  corporations,  in  which 
the  Government  has  only  a  partial  interest.1  As  to  wholly  owned 
corporations,  it  provides  a  business-type  budget  to  be  incorporated 
as  a  part  of  the  annual  Budget  of  the  Federal  Government.  As  to 
both  classes  of  corporations,  it  provides  for  an  annual  commercial- 
type  audit  by  the  General  Accounting  Office  and  a  report  thereof  to 
the  Congress.  With  certain  exceptions,  the  bill  also  provides  for 
over-all  Treasury  control  of  the  depositaries,  financing,  and  Govern¬ 
ment  security  transactions  of  all  Government  corporations. 

The  committee  directs  attention  to  the  fact  that  there  are  still  in 
existence  certain  corporations  established  during  World  War  I  which 
should  have  been  completely  liquidated  years  ago.  This  situation 
should  be  corrected  under  the  provisions  of  this  bill,  since  the  annual 
scrutiny  of  each  corporation’s  operations  should  permit  Congress  to 
take  whatever  steps  are  required  to  assure  liquidation  of  the  corpora¬ 
tion  when  it  is  no  longer  required  for  the  purpose  for  which  it  was 
originally  established. 

BUSINESS-TYPE  BUDGET 

The  bill  delegates  broad  responsibility  to  the  President,  through  the 
Bureau  of  the  Budget,  to  prescribe  the  form  and  content  of  the  busi¬ 
ness-type  budget  or  plan  of  operations  required  to  be  submitted  an¬ 
nually  to  the  President  and  the  Congress  by  each  wholly-owned  Gov¬ 
ernment  corporation.  The  committee  calls  attention  to  the  distinc¬ 
tion  between  the  business-type  budget  contemplated  under  this  bill 
and  the  administrative-type  budget  provided  for  under  the  Budget 
and  Accounting  Act,  1921. 

The  business-type  budget  will  include  .comparative  financial  state¬ 
ments  for  the  corporation  showing  the  financial  condition  and  results 
of  operation  for  the  last  completed  fiscal  year,  with  projections  of  its 
condition  and  operations  for  the  current  fiscal  year  and  the  ensuing 
fiscal  year.  These  statements  will  include  a  statement  of  condition, 

1  The  wholly  owned  corporations  covered  by  H.  R.  3660  include  the  Commodity  Credit  Corporation; 
Federal  intermediate  credit  banks;  production  credit  corporations;  regional  agricultural  credit  corporations; 
Farmers  Home  Corporation;  Federal  Crop  Insurance  Corporation;  Federal  Farm  Mortgage  Corporation; 
Federal  Surplus  Commodities  Corporation;  Reconstruction  Finance  Corporation;  Defense  Plant  Corpora¬ 
tion;  Defense  Supplies  Corporation;  Metals  Reserve  Company;  Rubber  Reserve  Company;  War  Damage 
Corporation;  Federal  National  Mortgage  Association;  the  RFC  Mortgage  Company;  Disaster  Loan  Cor¬ 
poration;  Inland  Waterways  Corporation;  Warrior  River  Terminal  Company;  The  Virgin  Islands  Com¬ 
pany;  Federal  Prison  Industries,  Inc.;  United  States  Spruce  Production  Corporation;  Institute  of  Inter- 
American  Affairs;  Institute  of  Inter-American  Transportation;  Inter-American  Educational  Foundation, 
Inc.;  Inter-American  Navigation  Corporation;  Prencinradio,  Inc.;  Cargoes,  Inc.;  Export-Import  Bank  of 
Washington;  Petroleum  Reserves  Corporation;  Rubber  Development  Corporation;  U.  S.  Commercial 
Company;  Smaller  War  Plants  Corporation;  Federal  Public  Housing  Authority  (or  United  States  Housing 
Authority)  and  including  public  housing  projects  financed  from  appropriated  funds  and  operations  thereof; 
Defense  Homes  Corporation;  Federal  Savings  and  Loan  Insurance  Corporation;  Home  Owners'  Loan 
Corporation;  United  States  Housing  Corporation;  Panama  Railroad  Company;  Tennessee  Valley  Au¬ 
thority;  and  Tennessee  Valley  Associated  Cooperatives,  Inc. 

The  mixed-ownership  corporations  include  the  Central  Bank  for  Cooperatives  and  the  regional  banks  for 
cooperatives.  Federal  land  banks,  Federal  home  loan  banks,  and  Federal  Deposit  Insurance  Corporation. 
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ft  statement  of  income  and  expense,  an  analysis  of  surplus  or  deficit, 
a  statement  of  sources  and  application  of  funds  and  such  other  sup¬ 
plementary  statements  and  information  as  arc  necessary  or  desirable 
to  make  known  the  financial  condition  and  plan  of  operations  of  the 
corporation.  Such  statements  will  set  forth  the  major  types  of  activi¬ 
ties  in  which  the  corporation  is  engaged  and  provide  a  means  of  eval¬ 
uating  the  effectiveness  with  which  its  operations  are  being  conducted. 
Included  as  a  part  of  the  budget  program  will  be  estimates  of  admin¬ 
istrative  expenses,  estimates  of  borrowings,  and  estimates  of  the 
amount  of  Government  capital  funds  to  be  returned  to  the  Treasury 
during  the  fiscal  year  or  the  appropriations  required  to  provide  for 
the  restoration  of  capital  impai.ments. 

Representatives  of  some  corporations  have  pointed  out  that  in  many 
instances  accurate  projections  of  their  operations  in  advance  would  be 
extremely  difficult,  since  the  level  of  their  activities  depends  upon  tide 
ebb  and  flow  of  economic  conditions.  Admittedly,  this  is  true  and 
this  is  the  reason  for  providing  a  business-type  budget  which  will 
include  flexibility  in  order  that  the  corporations  may  be  able  to  adjust 
their  operations  to  changes  in  economic  conditions.  The  bill  specific-  . 
ally  provides  that  due  allowance  shall  be  given  in  the  budget  to  the  ( 
need  for  flexibility,  including  provision  for  emergencies  and  contin¬ 
gencies,  in  order  that  the  corporation  may  properly  carry  out  its 
activities  as  authorized  by  law7.  Many  corporations  have  been 
created  or  authorized  by  the  Congress  to  make  loans  or  provide  serv¬ 
ices  to  the  public  within  the  framew  ork  of  certain  statutory  require¬ 
ments  established  by  the  Congress.  These  corporations  must  not  be 
hampered  in  carrying  out  their  responsibilities. 

The  committee  desires  to  direct  attention  to  the  fact  that  financial 
control  does  not  necessarily  mean  the  imposition  of  limitations  beyond 
those  already  provided  as  a  part  of  the  statutory  authority  to  issue 
securities  or  stock.  It  does  mean  the  right  to  impose  additional 
limitations  if  the  annual  review  of  the  budget  program  discloses  thav 
corporate  powers  have  been  exceeded,  the  will  of  the  Congress  disre-  , 
garded  in' carrying  out  corporate  activities,  the  need  for  the  continua¬ 
tion  of  a  program  at  a  given  level  no  longer  exists,  or  the  financial 
program  of  the  Government  so  requires.  No  purpose  is  served  b}7 
restrictive  limitations  which  would  hinder  a  corporation  in  carrying 
out  its  statutory  program  or  which  might  result  in  the  submission  of 
frequent  amendments  to  the  annual  budget  program.  How  ever,  in 
cases  where  the  operations  of  a  Government  corporation  are  of  such  | 
a  nature  as  to  be  susceptible  of  more  accurate  forecasting,  it  is  con¬ 
templated  that  the  Congress  may  wish  to  specify  with  greater  par¬ 
ticularity  limitations  on  the  various  programs  to  be  undertaken. 

It  is  assumed  by  the  committee  that  the  need  for  flexibility  in  opera¬ 
tion  will  be  recognized  by  the  President  and  the  Congress  in  consid¬ 
ering  and  approving  business-type  budget  programs.  The  Director 
of  the  Bureau  of  the  Budget  is  fully  aware  of  the  need  for  flexibility 
in  the  business-type  budget,  and  so  stated  in  his  testimony  before  the 
committee.  The  committee  agrees  with  the  statement  made  by  the 
Director  that  the  development  of  the  business-type  budget  program 
for  the  corporations  will  be  an  evolutionary  process  and  that  experi¬ 
ence  will  be  required  under  the  act  to  perfect  the  form  and  content 
of  the  budget  program  required  to  accomplish  its  objectives.  This 
seems  to  be  a  sound  procedure,  since  corporations  do  not  fall  into  the 
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same  pattern  and  their  individual  requirements  must  be  properly 
evaluated. 

The  submission  of  a  business-type  budget  program  will  provide 
the  Congress  with  an  opportunity  of  annually  scrutinizing  the  effec¬ 
tiveness  with  which  the  objectives  authorized  by  law  are  being  ac¬ 
complished  and  the  officials  of  the  corporation  with  an  opportunity 
to  discuss  their  current  plans  and  the  problems  which  are  being  cm 
countered.  It  will  bring  the  financial  transactions  of  Government 
corporations  together  as  a  part  of  the  annual  budget  of  the  Federal 
Government  and  subject  such  transactions  to  a  review  similar  to  that 
accorded  the  transactions  of  the  regular  establishments  and  agencies 
of  the  Government.  It  will  apprise  Congress  -annually  of  the  earn¬ 
ings  and  losses  of  corporations  in  order  that  they  may  be  properly 
evaluated  in  the  appraisal  of  the  Government’s  fiscal  program. 
Losses  of  corporations  should  be  taken  into  account  each  year  as  a 
part  of  the  annual  budget,  whereas  under  existing  law  such  losses 
may  accumulate  over  a  period  of  years  before  recognition  is  finally 
given  to  them  by  the  Congress;  similarly,  earnings  of  the  corporations 
should  be  taken  into  account  in  preparing  the  annual  budget. 

The  committee  wishes  to  emphasize  that  the  budget  provisions  of 
this  bill  are  in  addition  to  and  not  a  substitute  for  existing  budgetary 
requirements.  In  other  words,  they  do  not  lessen  the  budgetary 
requirements  of  existing  law,  which  ip  the  case  of  certain  corporations 
call  for  an  annual  authorization  by  the  Congress  of  the  amount  of 
administrative  expenses  which  may  be  incurred.  On  the  contrary, 
the  Congress  will  have  an  opportunity  to  extend  this  principle  to  all 
wholly  owned  Government  corporations  in  passing  upon  their  budget 
programs. 

Xo  budget  program  is  provided  in  the  bill  for  mixed-ownership  cor¬ 
porations,  since  the  Government  has  only  a  partial  interest  in  such 
corporations. 

COMMERCIAL-TYPE  AUDIT 


The  audit  provisions  of  this  bill  require  an  audit  of  the  financial 
transactions  of  wholly  owned  Government  corporations,  and  of  mixed- 
ownership  Government  corporations  for  any  period  during  which 
Government  capital  has  been  invested  therein.  The  audit  is  to  be 
made  by  the  General  Accounting  Office  in  accordance  with  the  prin¬ 
ciples  and  procedures  applicable  to  commercial  corporate  transactions 
and  under  such  rules  and  regulations  as  may  be  prescribed  by  the 
Comptroller  General  of  the  United  States.  Such  provisions  represent 
a  restatement  of  the  audit  provisions  of  section  5  of  Public  Law  4, 
approved  February  24,  1945,  which  require  an  annual  audit  of  the 
financial  transactions  of  all  Government  corporations  by  the  General 
Accounting  Office.  Because  of  the  desirability  of  enacting  this  bill 
as  a  complete  scheme  setting  a  general  pattern  for  financial  control  of 
Government  corporations,  the  need  for  conforming  the  audit  pro¬ 
visions  of  Public  Law  4  to  other  provisions  of  this  bill,  and  the  desir¬ 
ability  of  certain  clarifications  in  such  provisions,  the  committee 
recommends  that  the  audit  provisions  of  this  bill  be  enacted  to  super¬ 
sede  those  of  Public  Law  4. 

The  Comptroller  General  and  the  Congress  have  recognized  that 
the  regular  governmental  type  of  audit  may  not  be  suitable  to  the 


operations  of  a  Government  corporation. 


In  general,  the  purpose  of 
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the  governmental  type  of  audit  is  to  determine  the  validity  of  expendi¬ 
tures  under  appropriations  made  by  the  Congress  in  the  light  of  re¬ 
strictions  and  limitations  placed  by  the  Congress  generally  upon 
expenditures  from  appropriated  funds.  That  audit  is  a  part  of  a 
system  designed  to  enforce  the  personal  accountability  of  governmen¬ 
tal  officers  authorizing  or  expending  such  funds  upon  the  basis  of 
documents  and  records  ordinarily  transmitted  to  the  General  Account¬ 
ing  Office  and  retained  in  its  custody.  On  the  other  hand,  the  com¬ 
mercial  type  of  audit,  as  applied  to  a  business  corporation,  is  separate 
and  distinct  from  the  accounting  system  and  internal  financial  con- 
jtrols  of  the  corporation,  and  is  designed  to  determine  the  financial 
condition  of  the  corporation  as  of  a  given  date  and  the  results  of  its 
financial  operations  during  the  period  under  audit,  and  to  establish 
whether  the  corporate  funds  have  been  regularly  expended  in  accord¬ 
ance  with  corporate  authorization.  Such  determinations  are  made 
through  examination  of  the  operating  and  financial  records  of  the  cor¬ 
poration  at  the  places  where  they  are  normally  kept  in  the  conduct  of 
the  corporate  business.  A  more  detailed  description  of  the  differences 
between  the  governmental  type  of  audit  and  the  commercial  type  will 
be  found  in  the  appendix  to  this  report. 

It  is  contemplated  that  the  scope  and  extent  of  the  audits  and  the 
manner  in  which  they  are  conducted  will  follow  generally  accepted 
practices  and  procedures  applied  in  independent  audits  of  commercial, 
industrial,  and  banking  institutions  as  may  be  determined  by  the 
Comptroller  General.  A  report  of  each  such  audit  for  each  fiscal 
year  is  required  to  be  made  to  the  Congress  not  later  than  the  follow¬ 
ing  January  15.  Such  report  will  set  forth  the  scope  of  the  audit  and 
include,  in  addition  to  financial  statements,  such  comments  and  infor¬ 
mation  as  may  be  deemed  necessary  to  keep  the  Congress  informed 
of  the  operations  and  financial  condition  of  the  respective  corpora¬ 
tions,  together  with  such  recommendations  as  the  Comptroller  Gen¬ 
eral  may  deem  advisable.  The  report  is  also  required  to  show  specifi¬ 
cally  any  program,  expenditure,  or  other  financial  transaction  or 
undertaking  observed  in  the  course  of  the  audit  which  in  the  opinion 
of  the  Comptroller  General  has  been  carried  on  or  made  without 
authority  of  law.  A  copy  of  each  report  is  required  to  be  furnished 
to  the  President,  to  the  Secretary  of  the  Treasury,  and  to  the  cor¬ 
poration  concerned  at  the  time  submitted  to  Congress. 

The  audit  provisions  of  this  bill  do  not  supersede  in  any  way  the 
existing  authority  of  certain  Government  corporations  to  maintain 
books  of  account;  to  determine  and  prescribe  procedures  to  be  followed 
in  the  transaction  of  the  corporate  business,  including  the  manner  in 
which  their  obligations  shall  be  incurred  and  their  expenses  allowed 
and  paid;  to  make  settlement  and  adjustment  of  claims  and  demands 
by  or  against  them  and  accounts  in  which  they  are  concerned  either 
as  debtor  or  creditor;  and  to  retain  the  custody  of  their  contracts  or 
other  financial  or  accounting  documents. 

The  committee  has  noted  a  disposition  on  the  part  of  certain 
Government  corporations  to  press  for  exemption  from  the  audit 
provisions  of  this  bill  and  to  raise  a  doubt  as  to  whether  they  are  now 
under  the  audit  provisions  of  Public  Law  4.  The  committee  not 
only  feels  that  these  corporations  are  now  covered  by  the  audit 
provisions  of  that  law,  but  that  any  weakening  of  such  provisions  or 
exemption  of  any  Government  corporation  therefrom  would  be  a 
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definite  backward  step  from  the  degree  of  financial  control  which 
should  be  exercised  by  the  Congress  over  the  corporations  which  are 
responsible  to  it  for  their  existence  and  their  financial  activities.  . 

The  audit  provisions  of  this  bill  will  thus  insure  an  independent 
audit  of  the  financial  transactions  of  any  Government  corporation  in 
which  the  Government  has  a  capital  interest  by  the  Comptroller 
General  acting  as  the  agent  of  Congress.  The  committee  realizes 
that  in  the  case  of  certain  farm  credit  institutions  and  of  the  Federal 
home-loan  banks,  periodic  examinations  are  made  under  existing  law 
by  examiners  of  the  supervising  administrative  agency.  While 
such  examinations  are  independent  of  the  banks  and  corporations 
concerned,  they  are  integral  parts  of  systems  of  administrative  super¬ 
vision  and  regulation  and  could  not  be  abandoned  without  radically 
changing  such  systems.  On  the  other  hand,  the  audits  made  by  the 
Comptroller  General  are  to  be  independent  not  only  of  the  banks  and 
corporations,  but  of  the  supervising  administrative  agency  as  well. 
If  such  audits  are  to  be  truly  independent  and  informative  to  Con¬ 
gress,  they  should  not  be  limited  or  circumscribed  in  such  a  way  as  to 
prevent  him  from  examining  into  and  reporting  the  transactions  of 
any  Government  corporation  to  the  extent  deemed  by  him  to  be 
necessary.  However,  the  Comptroller  General  has  assured  the 
committee  that  in  making  his  audits  full  consideration  will  be  given 
to  the  effectiveness  of  existing  systems  of  internal  accounts,  pro¬ 
cedures.  and  controls,  and  of  external  examinations  by  an  adminis¬ 
trative  supervising  agency.  To  insure  the-attainment  of  this  objective 
the  committee  has  included  in  the  bill  a  provision  requiring  the 
Comptroller  General  in  making  his  audits  to  utilize  to  the  fullest 
extent  deemed  by  him  to  be  practicable  reports  of  examinations  of 
Government  corporations  made  by  a  supervising  administrative 
agency  pursuant  to  law. 

The  remaining  audit  provisions  of  this  bill  would  reenact  certain 
provisions  of  the  First  Deficiency  Appropriation  Act  of  1945,  having 
to  do  with  the  audit  of  all  Government  corporations  by  the  General 
Accounting  Office.  The  committee  feels  that  such  reenactment  will 
be  neeessarv  to  insure  that  those  provisions  will  likewise  apply  in 
respect  of  the  audits  conducted  by  the  General  Accounting  Office 
under  this  bill.  The  committee  contemplates  that  when  the  annual 
audit  report  of  the  Comptroller  General  is  submitted  to  the  Congress, 
such  report  will  be  available  for  consideration  in  connection  with  and 
comparison  with  the  financial  statements  developed  by  wholly  owned 
Government  corporations  and  included  in  their  budget  programs  and 
that  the  comments  of  the  Comptroller  General  on  the  operations  and 
financial  condition  of  such  corporations,  as  well  as  his  observations  as 
to  programs  carried  on  without  authority  of  law,  will  be  extremely 
helpful  to  the  Appropriations  Committees  in  passing  on  requests  of 
the  corporations  for  further  funds. 

TREASURY  APPROVAL  OF  FISCAL  ACTIVITIES 

The  bill  includes  a  requirement  that  banking  or  checking  accounts 
of  the  corporations  be  kept  with  the  Treasurer  of  the  United  States, 
or  with  the  approval  of  the  Secretary  of  the  Treasury,  with  a  Federal 
Reserve  bank,  or  with  a  designated  depositary  or  fiscal  agent  of  the 
United  States.  Such  requirement  is  believed  to  be  consistent  with 
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good  fiscal  policy  and  should  not  interfere  with  the  efficient  trans¬ 
action  of  corporate  business. 

The  Treasury  Department  has  stressed  the  desirability  of  carrying 
Government  funds  with  the’  Treasurer  of  the  United  States,  and  a 
number  of  the  Government  corporations  now  use  banking  facilities 
offered  by  the  Treasury  instead  of  depositing  their  funds  in  com¬ 
mercial  banks.  The  provisions  of  the  bill  in  this  respect  will  con¬ 
tribute  toward  a  unification  of  the  depositary  system  of  the  Govern¬ 
ment. 

Another  requirement  of  the  bill  has  a  bearing  upon  the  financing  of 
the  Federal  Government’s  activities,  which  is  one  of  the  primary 
functions  of  the  Treasury  Department.  This  function  is  of  such 
importance  that  financing  operations  by  other  Government  agencies 
should  be  coordinated  with  the  Treasury’s  program.  In  order  to  make 
such  coordination  most  effective,  it  is  believed  that  determination  as 
to  the  time,  terms,  and  conditions  under  which  Government  corpora¬ 
tions  may  issue  obligations  to  the  public  should  be  subject  to  the 
approval  of  the  Secretary  of  the  Treasury.  This  approval  is  also 
considered  desirable  in  connection  with  the  sale  or  purchase  by  the 
Government  corporations,  on  their  own  account,  of  any  direct  or 
guaranteed  obligations  of  the  United  States.  The  provisions  of  the 
bill  would,  in  part,  restate  existing  requirements  of  law  with  respect  to 
approval  of  guaranteed  obligations  and  would  formalize  arrangements 
under  which  Government  corporations  have  cooperated  with  the 
Treasury  in  the  issue  of  other  corporate  obligations  thus  assuiing  a 
unification  of  the  financial  policy  of  the  Government. 

The  provisions  of  this  bill  relating  to  depositaries,  financing,  and 
securities  will  not  apply  to  any  mixed-ownership  corporation  from 
which  the  Government  capital  has  been  entirely  withdrawn  during 
the  period  such  corporation  remains  without  Government  capital. 
The  effect  of  the  withdrawal  of  Government  capital  is  to  leave  such 
a  corporation  in  the  status  of  a  private  entity  not  subject  generally 
to  the  fiscal  requirements  of  this  bill. 

The  committee  has  expressly  exempted  the  Federal  intermediate 
credit  banks,  production  credit  corporations,  the  central  bank  for 
cooperatives,  the  regional  banks  for  cooperatives,  and  the  Federal 
land  banks  from  all  of  the  depositary,  financing,  and  security  pro¬ 
visions  of  the  bill,  subject  to  the  conditions  that  each  such  exempted 
corporation  shall  report  annually  to  the  Secretary  of  the  Treasury 
the  name  of  the  depositaries  in  which  the  corporation  keeps  its  bank¬ 
ing  or  checking  accounts,  and  that  the  corporation  shall  consult 
with  the  Secretary  of  the  Treasury  before  issuing  securities  to  the 
public  or  dealing  in  Government  obligations.  The  committee  feels 
that  due  to  the  close  relationship  of  these  farm  credit  institutions  to 
the  local  production  credit  associations  and  national  farm-loan  asso¬ 
ciations  it  is  desirable  to  continue  the  present  system  of  local  control 
over  the  selection  of  depositaries  subject  to  approval  of  the  Farm 
Credit  Administration,  and  that  if  the  reports  of  the  Secretary  of 
the  Treasury  provided  for  in  the  bill  disclose  any  irregularity  or  abuses, 
subseouent  legislative  action  can  be  taken  to  correct  the  situation. 
Likewise,  in  the  case  of  financing  and  security  transactions  of  these 
institutions  the  bill  formalizes  the  present  procedure  of  consultation 
with  the  Secretary  of  the  Ti’easury  prior  to  taking  any  action,  and 
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gives  the  Secretary  the  right  to  report  to  the  corporation,  the  Presi¬ 
dent,  and  the  Congress  for  any  action  deemed  necessary  in  the  event 
he  cannot  agree  with  the  proposed  transaction. 

MISCELLANEOUS 

The  committee  directs  attention  to  the  many  Government  corpo¬ 
rations  which  pay  no  return  to  the  Treasury  on  the  capital  stock  and 
paid-in  surplus  provided  by  the  Federal  Government.  Likewise,  cer¬ 
tain  corporations  are  overcapitalized  and  no  longer  require  funds  in 
the  amount  originally  made  available  to  them.  This  situation  is 
unsound  and  imposes  an  unfair  burden  on  the  taxpayers.  To  correct 
this  situation  the  bill  contemplates  that  the  Comptroller  General  in 
the  audit  report  will  make  recommendations  for  the  return  of  capital 
funds  or  the  payment  of  dividends.  Likewise,  the  President  in  the 
Annual  Budget  may  include  similar  recommendations  as  to  wholly 
owned  corporations,  and  in  the  case  of  mixed-ownership  corporations 
may  recommend  the  return  of  Government  capital  to  the  Treasury. 
These  recommendations  will  be  reviewed  by  the  Congress,  and  the 
corporations’  officials  will  be  given  an  ample  opportunity  to  discuss 
them.  Congress  will  then  take  whatever  legislative  action  appears 
desirable  in  view  of  the  disclosed  facts. 

In  the  past  certain  activities  have  been  undertaken  by  Government 
corporations  which  could  have  been  administered  through  regular 
establishments  or  agencies  of  the  Federal  Government.  In  these 
instances  the  committee  does  not  consider  that  the  corporate  device 
has  served  any  useful  purpose.  The  bill  contemplates  that  whenever 
it  is  deemed  bv  the  Director  of  the  Bureau  of  the  Budget,  with  the 
approval  of  the  President,  to  be  practicable  and  in  the  public  interest 
that  any  such  activity  be  treated  as  if  it  were  a  Government  agency 
other  than  a  corporation,  such  a  recommendation  may  be  made  as  a 
part-  of  the  budget  program  of  the  corporation  concerned.  If  the 
Congress  approved  such  recommendation  in  connection  with  the 
budget  program  for  any  fiscal  year,  such  activities  would  thereafter 
be  handled  in  the  same  manner  as  for  any  establishment  other  than  a 
corporation  for  the  purposes  of  the  Budget  and  Accounting  Act,  1921. 

The  committee  does  not  consider  the  practices  of  chartering  wholly 
owned  Government  corporations  without  prior  authorization  by  the 
Congress  or  under  State  charters  to  be  desirable.  It  believes  that  all 
such  corporations  should  be  authorized  and  chartered  under  Federal 
statute.  The  bill  provides  that  in  the  future  all  corporations  which 
are  to  be  established  for  the  purpose  of  acting  as  agencies  or  instru¬ 
mentalities  of  the  LTiited  States  must  be  established  by  act  of  Con¬ 
gress  or  pursuant  to  an  act  of  Congress  specifically  authorizing  such 
action. 

The  bill  also  provides  that  after  June  30,  1948,  no  wholly  owned  Gov¬ 
ernment  corporation  created  by  or  under  the  laws  of  any  State,  Terri¬ 
tory,  or  possession  of  the  United  States,  or  any  political  subdivision 
thereof,  or  under  the  laws  of  the  District  of  Columbia,  shall  continue 
as  an  agency  or  instrumentality  of  the  United  States.  This  will  ac¬ 
cord  the  corporations  having  such  charters  a  sufficient  period  of  time 
to  submit  proposed  legislation  to  the  Congress  to  provide  for  their 
reincorporation  under  Federal  charters. 
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Explanation  of  Provisions 

Section  1  provides  that  the  bill  may  be  cited  as  the  “Government 
Corporation  Control  Act.” 

Section  2  declares  it  to  be  the  policy  of  the  Congress  to  bring  Gov¬ 
ernment  corporations  and  their  transactions  and  operations  under 
annual  scrutiny  by  the  Congress  and  provide  current  financial  control 
thereof. 

TITLE  I — WHOLLY  OWNED  GOVERNMENT  CORPORATIONS 

Section  101  enumerates  the  wholly  owned  Government  corpora¬ 
tions  covered  by  this  title.  This  includes  41  separate  corporations 
or  groups  of  corporations,  which  is  increased  to  63  if  each  corporation 
included  in  a  group,  i.  e.,  Federal  intermediate  credit  banks  and  pro¬ 
duction  credit  corporations,  is  counted  individually. 

Section  102  provides  for  the,  submission  of  an  annual  budget  pro¬ 
gram  by  each  wholly  owned  Government  corporation  to  the  President 
through  the  Bureau  of  the  Budget  on  or  before  September  15.  The 
Bureau  of  the  Budget,  under  such  rules  and  regulations  as  the  Presi¬ 
dent  may  establish,  is  authorized  and  directed  to  prescribe  the  form 
and  content  of,  and  the  manner  in  which  such  budget  program  shall 
be  prepared  and  presented.  Such  budget  program  is  to  be  a  business- 
type  budget  or  plan  of  operations,  with  due  allowance  given  to  the 
need  for  flexibility,  including  provision  for  emergencies  and  contin¬ 
gencies,  in  order  that  the  corporation  may  properly  carry  out  its  activi¬ 
ties  as  authorized  by  law.  The  section  enumerates  certain  types  of 
financial  information  which  are  to  be  included  as  a  part  of  the  budget 
program.  In  addition  to  the  usual  corporate  financial  statements 
on  a  comparative  basis  for  the  last  completed  fiscal  year,  with  esti¬ 
mates  for  the  current  fiscal  year  and  the  ensuing  fiscal  year,  the  sec¬ 
tion  requires  the  submission  as  a  part  of  the  budget  program  of  esti¬ 
mates  of  operations  by  major  types  of  activities  together  with 
estimates  of  administrative  expenses,  estimates  of  borrowings,  and 
estimates  of  the  amount  of  Government  capital  funds  to  be  returned 
to  the  Treasury  during  the  ensuing  fiscal  year,  or  the  appropriations 
required  to  provide  for  the  restoration  of  capital  impairments. 

Section  103  authorizes  the  President  to  modify,  amend,  or  revise 
the  corporations’  budget  programs  submitted  to  him,  and  directs  him 
to  transmit  the  budget  programs,  incorporating  any  revisions,  to  the 
Congress  as  a  part  of  the  Annual  Budget  required  by  the  Budget  and 
Accounting  Act,  1921.  It  also  authorizes  amendments  to  the  annual 
budget  programs  to  be  submitted  from  time  to  time.  This  section 
fixes  the  fiscal  year  commencing  July  1,  1946,  as  the  first  for  which 
budget  programs  are  to  be  submitted. 

Section  104  provides  for  the  consideration  by  the  Congress  of  the 
budget  programs  and  the  enactment  of  legislation,  if  necessary,  mak¬ 
ing  available  such  funds  or  other  financial  resources  as  the  Congress 
may  determine.  Under  this  procedure,  it  is  contemplated  that  the 
budget  programs  as  transmitted  by  the  President  to  the  Congress 
would  include,  as  in  the  case  of  estimates  of  appropriations,  language 
suitable  for  enactment  as  the  authorizing  legislation.  Such  programs 
would  be  referred  to  the  House  Committee  on  Appropriations  and, 
after  hearings,  be  reported  to  the  House,  in  the  form  of  (1)  simple 
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authorizing  legislation,  showing  that  the  Congress  had  considered  and 
approved  the  budget  program  but  not  setting  a  limitation  on  the  cor¬ 
porate  financial  activities  other  than  that  provided  by  substantive 
law,  or  (2)  legislation  incorporating  such  specific  limitations  as  neces¬ 
sary  to  enforce  the  will  of  Congress  in  the  carrying  out  of  the  corpo¬ 
rate  financial  activities  or  to  conform  such  activities  to  the  general 
financial  program  of  the  Government. 

/To  the  extent  that  corporations,  including  the  Tennessee  Valley 
Authority,  receive  their  funds  in  the  form  of  annual  appropriations., 
specific  appropriating  language  would  be  necessary.  Likewise, 
specific  authorization  would  be  necessary  for  administrative  expanses 
where  such  authorization  is  otherwise  required  by  law  or  where  the 
Congress  desired  to  set  a  limitation  in  this  respect.  However,  in 
cases  where  no  other  law  required  a  congressional  authorization  of 
expenditures,  the  corporation,  if  it  had  means  of  financing  other  than 
annual  appropriations,  could  continue  to  operate  in  Lhe  absence  of 
any  action  by  Congress  on  its  budget  program.  To  injure  that  such 
legislation  would  not  be  used  as  a  means  of  destroying  any  Govern¬ 
ment  corporation  or  preventing  it  from  carrying  out  and  financing  its 
authorized  activities,  this  section  includes  a  specific  provision  that  it 
shall  not  be  construed  as  preventing  wholly  owned  Government  cor¬ 
porations  from  carrying  out  and  financing  their  activities  as  authorized 
by  existing  law.  / 

The  section  also  provides  specifically  that  no  provision  thereo  f  shall 
be  construed  as  affecting  in  any  way  the  provisions  of  section  26  of  the 
Tennessee  Valley  Authority  Act,  as  amended.  This  language  pre  ¬ 
serves  intact  the  right  of  the  Tennessee  Valley  Authority  to  utilize  its 
receipts  in  carrying  out  certain  operations  and  business  activities  as 
authorized  under  present  law.  The  budget  program  of  the  Authority 
would  be  prepared  and  submitted  on  that  basis  and  the  Congress  in 
passing  on  such  program  would  take  no  action  based  on  this  bill  which 
would  interfere  with  such  right  or  set  a  limitation  on  the  use  of  such 
receipts  for  those  purposes  authorized  under  said  section  26.  The 
committee  feels  that  the  present  arrangement  established  by  law  as  to 
the  use  of  the  Authority’s  receipts  is  working  satisfactorily  and  that  if 
any  occasion  should  arise  hereafter  for  changing  such  arrangement, 
this  should  be  done  by  an  amendment  to  the  substantive  law. 

As  to  the  lending  corporations,  such  as  the  Federal  intermediate 
credit  banks  and  production  credit  corporations,  the  provisions  of 
this  section  would  not  change  the  fundamental  authority  of  the  cor¬ 
porations  under  existing  law,  in  respect  to  their  financing,  their  ad¬ 
ministrative  management  and  control,  or  their  lending  operations. 
It  would  require  an  annual  review  of  all  their  operations  by  the 
President  and  the  Congress,  with  the  right,  if  necessary  in  the  public 
interest,  to  set  limitations  on  expenditures. 

Section  104  includes  a  further  provision  to  make  it  clear  that  the 
existing  authority  of  wholly  owned  Government  corporations  to 
make  contracts  or  other  commitments  without  regard  to  fiscal  year 
limitations  is  not  affected.  This  provision  was  included  to  meet  the 
objection  of  certain  corporations  that  the  enactment  of  H.  It.  2177 
in  its  original  form  would  place  them  completely  on  a  fiscal  year  basis 
and  interfere  with  their  flexibility  of  operation  and  with  the  making 
of  long-range  contracts  under  authority  of  law.  There  is  no  intent 
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in  this  hill  to  deny  to  any  Government  corporation  the  right  to  enter 
into  whatever  contracts  it  is  now  authorized  to  enter  into,  and  no 
thought  that  the  G’ongress  will  deny  funds  for  the  execution  of  those 
authorized  contracts  in  passing  upon  the  Annual  Budget  program. 

Section  105  provides  for  ari  audit  of  the  financial  transactions  of 
wholly  owned  Government  corporations  by  the  General  Accounting 
Office  in  accordance  with  the  principles  and  procedures  applicable  to 
commercial  corporate  transactions  and  under  such  rules  and  regula¬ 
tions  as  may  be  prescribed  by  the  Comptroller  General  of  the  United 
States.  The  audit  is  to  be  conducted  at  the  place  or  places  where  the 
accounts  of  the  corporation  are  normally  kept.  The  representatives 
of  the  General  Accounting  Office  are  to  have  access  to  all  books,  ac¬ 
counts,  financial  records,  reports,  files,  and  all  other  papers,  things, 
or  property  feelonging  to  or  in  use  by  the  corporations  and  necessary 
to  facilitate  the  audit,  and  are  to  be  afforded  full  facilities  for  verifying 
transactions  with  balances  or  securities  held  by  depositaries,  fiscal 
agents,  and  custodians.  The  audit  is  to'  begin  with  the  first  fiscal 
year  commending  after  the  enactment  of  the  bill. 

This  sect. o^n  also  includes  a  provision  authorizing  the  Comptroller 
General’s  iu3es  and  regulations  to  provide  for  retention  at  the  offices 
of  the  corporations  of  accounts  of  accountable  officers  covering  trans¬ 
actions  required  by  existing  law  to  be  settled  and  adjusted  in  the 
General  'Accounting  Office  and  for  settlement  and  adjustment  of  such 
accounts  upon  the  basis  of  examinations  in  the  course  of  the  audit  of 
t.Ve  financial  transactions.  This  provision  will  permit  the  Comptroller 
'General  to  coordinate  his  audit  of  the  financial  transactions  of  the 
Corporation  under  this  bill  with  the  audit  which  he  is  required  to  make 
in  certain  cases  under  other  provisions  of  law  for  the  purpose  of 
settling  the  accounts  of  officers  handling  corporate  funds.  To  guard 
against  any  possible  construction  of  such  provision  as  affecting  the 
rights  reserved  to  the  Tennessee  Valley  Authority  by  the  act  of  No¬ 
vember  21,  1941  (55  Stat.  775),  with  respect  to  the  making  of  contracts 
and  expenditures,  including  expenditures  determined  by  its  Board  of 
Directors  to  have  been  necessary  to  carry  out  the  provisions  of  the 
Tennessee  Valley  Authority  Act,  the  settlement  of  claims  and  litiga¬ 
tion,  and  the  prescribing  of  administrative  accounts  and  business 
documents,  the  section  includes  a  definite  provision  negativing  such 
construction. 

Section  106  requires  the  Comptroller  General  to  make  a  report  of 
the  audit  for  each  fiscal  year  to  the  Congress  not  later  than  the  follow¬ 
ing  January  1 5.  This  section  requires  the  report  to  set  forth  the  scope 
of  the  audit  and  specifies  the  financial  statements  to  be  included  there¬ 
in.  It  also  calls  for  the  Comptroller  General  to  include  in  his  report 
such  comments  and  information  as  may  be  deemed  necessary  to  keep 
Congress  informed  of  the  operations  and  financial  condition  of  the 
corporation,  together  with  such  recommendations  as  the  Comptroller 
General  may  deem  advisable,  including  a  report  of  any  impairment 
of  capital  noted  in  the  audit  and  recommendations  for  the  return  of 
such  Government  capital  or  the  payment  of  such  dividends  as  in  his 
judgment  should  be  accomplished.  The  report  is  also  required  to 
show  specifically  any  program,  expenditure,  or  other  financial  trans¬ 
action  or  undertaking  observed  in  the  course  of  the  audit  which,  in 
the  opinion  of  the  Comptroller  General,  has  been  carried  on  or  made 
without  authority  of  law.  A  copy  of  each  such  report  is  to  be  fur- 
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nished  to  the  President,  to  the  Secretary  of  the  Treasury,  and  to  the 
corporation  concerned  at  the  time  submitted  to  the  Congress. 

Section  107  permits  the  Director  of  the  Bureau  of  the  Budget,  with 
the  approval  of  the  President,  to  make  recommendations  as  to  those 
activities  carried  on  by  a  wholly  owned  corporation  which  could  be 
handled  in  the  same  manner,  insofar  as  concerns  fiscal  matters,  as 
those  of  a  regular  agency  or  establishment  of  the  Government.  In 
the  event  that  Congress  concurred  in  such  recommendations  and  legis¬ 
lation  was  enacted,  such  activities  woidd  thereafter  be  carried  on  in 
accordance  with  the  requirements  of  the  Budget  and  Accounting  Act, 
1921,  and  other  provisions  of  law  relating  to  fiscal  matters.  The 
existence  of  the  corporate  entity  would  not  be  affected  by  this  section. 

TITLE  II - MIXED-OWNERSHIP  GOVERNMENT  CORPORATIONS 

Section  201  defines  mixed-ownership  corporations  to  includo  (1)  the 
Central  Bank  for  Cooperatives  and  the  regional  banks  for  cooperatives, 
(2)  Federal  land  banks,  (3)  Federal  home-loan  banks,  and  (4)  Federal 
Deposit  Insurance  Corporation. 

Section  202  requires  the  financial  transactions  of  mixed-ownership 
Government  corporations  for  any  period  during  which  Government 
capital  has  been  invested  therein  to  be  audited  by  the  General  Ac¬ 
counting  Office  in  the  same  manner  as  applicable  to  wholly  owned 
Government  corporations  under  the  provisions  of  section  105. 

Section  203  requires  the  Comptroller  General  to  make  to  the  Con¬ 
gress  a  report  of  each  such  audit  for  each  fiscal  year,  of  the  same 
type,  at  the  same  time,  and  in  the  same  manner  as  the  reports  re¬ 
quired  to  be  made  by  him  pursuant  to  section  106. 

Section  204  directs  the  President  to  include  in  the  annual  budget 
any  recommendations  he  may  have  as  to  the  return  of  Government 
capital  to  the  Treasury  by  mixed-ownership  corporations. 

TITLE  III — GENERAL  PROVISIONS 

Section  301  restates  and  applies  to  the  audit  to  be  conducted  under 
sections  105  and  202  of  this  bill  certain  provisions  of  the  First  De¬ 
ficiency  Appropriation  Act,  1945,  approved  April  25,  1945,  authorizing 
appropriations  to  the  General  Accounting  Office  for  the  expense  of 
■  audits ;  requiring  reimbursement  by  the  corporations  to  the  General 
Accounting  Office  for  the  cost  of  such  audits  and  deposit  of  the  sums 
reimbursed  into  the  Treasury  as  miscellaneous  receipts;  authorizing 
the  employment  of  not  more  than  10  persons  without  regard  to  the 
Classification  Act  of  1923,  as  amended,  and  of  professional  services 
of  firms  and  organizations  for  temporary  periods  or  special  purposes 
without  regard  to  section  3709  of  the  Revised  Statutes;  and  prohibiting 
the  use  of  funds  of  any  Government  corporation  to  pay  the  cost  of  any 
private  audit  of  the  financial  records  of  the  offices  of  such  corporation, 
except  the  cost  of  such  audits  contracted  for  and  undertaken  prior 
to  the  date  of  said  First  Deficiency  Appropriation  Act,  1945. 

This  section  also  requires  the  Comptroller  General  in  making  the 
audits  provided  in  sections  105  and  202  to  utilize  to  the  fullest  extent 
deemed  by  him  to  be  practicable  reports  of  examinations  of  Govern¬ 
ment  corporations  made  by  a  supervising  administrative  agency  pur¬ 
suant  to  law.  It  further  provides  that  the  audit  in  sections  105  and 
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202  shall  be  in  lieu  of  any  audit  of  the  financial  transactions  of  any 
Government  corporation  required  to  be  made  by  the  General  Ac¬ 
counting  Office  for  the  purpose  of  a  report  to  the  Congress  or  to  the 
President  under  any  existing  law. 

Under  this  last  provision  such  audit  would  supersede,  as  of  the  first 
fiscal  year  commencing  after  the  enactment  of  this  bill,  the  audit  of  all 
Government  corporations  now  required  to  be  made  by  the  General 
Accounting  Office  under  section  5  of  Public  Law  4,  approved  February 
24,  1945.  Such  provision  would  also  remove  any  doubt  that  the  pro¬ 
visions  of  prior  laws  requiring  an  audit  of  the  financial  transactions 
of  the  Commodity  Credit  Corporation  (sec.  7  of  the  act  of  -January  31, 
1935,  as  amended  by  Public  Law  240,  approved  February  28,  1944), 
the  Federal  Crop  Insurance  Corporation  (sec.  513  of  the  act  of  Febru¬ 
ary  16,  1938,  52  Stat.  76,  7  U.  S.  C.  1513),  and  the  Tennessee  Valley 
Authority  (sec.  9  (b)  of  the  act  of  May  18,  1933,  as  amended,  16 
U.  S.  C.  831b)  for  the  purpose  of  a  report  to  the  Congress  or  the  Presi¬ 
dent,  are  superseded.  Hence  in  the  case  of  the  two  last-named  cor¬ 
porations,  the  requirement  that  the  audit  report  shall  not  be  made 
until  the  corporation  has  had  an  opportunity  to  examine  the  exceptions 
and  criticisms  of  the  General  Accounting  Office  will  not  apply. 

However,  other  provisions  of  such  prior  laws  reserving  certain  rights 
to  the  corporations  named  would  not  be  repealed.  Likewise,  there 
would  not  be  repealed  provisions  of  section  1  of  the  act  of  March  8, 
1938  (52  Stat.  107),  as  amended  by  Public  Law  30,  approved  April  12, 
1945,  requiring  an  annual  appraisal  of  the  assets  and  liabilities  of  the 
Commodity  Credit  Corporation  by  the  Secretary  of  the  Treasury,  or 
that  part  of  section  9  (b)  of  the  Tennessee  Valley  Authority  Act  as 
amended  by  the  act  of  November  21,  1941,  55  Stat.  775,  requiring  the 
submission  of  accounts  of  accountable  officers  of  the  Tennessee  Valley 
Authority  to  the  General  Accounting  Office  for  audit  and  settlement 
under  the  Budget  and  Accounting  Act,  1921. 

Section  302  provides  for  the  keeping  of  banking  and  checking 
accounts  of  all  wholly  owned  or  mixed-ownership  Government  cor¬ 
porations  with  the  Treasurer  of  the  United  States,  Federal  Reserve 
banks,  or  in  depositaries  designated  by  the  Secretary  of  the  Treasury 
subject  to  the  proviso  that  the  Secretary  of  the  Treasury  is  authorized 
to  waive  the  requirements  of  this  section  under  such  conditions  as  he 
may  determine.  The  Federal  intermediate  credit  banks,  production 
credit  corporations,  the  Central  Bank  for  Cooperatives,  the' regional 
banks  for  cooperatives,  and  the  Federal  land  banks  are  exempted  from 
the  provisions  of  this  section,  except  that  these  corporations  are  re¬ 
quired  to  report  annually  the  names  of  their  depositaries  to  the  Secre¬ 
tary  of  the  Treasury,  and  that  the  Secretary  of  the  Treasury  may  make 
a  report  in  writing  to  the  corporation,  to  the  President,  and  to  the 
Congress  which  he  deems  advisable  upon  receipt  of  any  such  annual 
report. 

Section  303  provides  that  obligations  of  wholly  owned  or  mixed- 
ownership  Government  corporations  which  are  offered  to  the  public 
shall  be  approved  as  to  the  form,  denominations,  maturities,  interest 
rates,  and  other  terms  and  conditions  by  the  Secretary  of  the  Treasury. 
This  section  prohibits  the  sale  or  purchase  of  any  direct  or  guaranteed 
obligations  of  the  United  States  by  wholly  owned  or  mixed-ownership 
Government  corporations  for  their  own  account  and  in  their  own  right 
and  interest  in  excess  of  $100,000  except  by  approval  or  waiver  by  the 
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Secretary  of  the  Treasury.  The  Federal  intermediate  credit  banks, 
production  credit  corporations,  the  Central  Bank  for  Cooperatives,  the 
regional  banks  for  cooperatives,  and  the  Federal  land  banks  are  ex¬ 
empted  from  the  provisions  of  this  section,  except  that  these  corpora¬ 
tions  are  required  to  consult  with  the  Secretary  of  the  Treasury  prior 
to  taking  any  action  covered  by  the  pro-visions  of  this  section.  In  the 
event  of  disagreement  resulting  from  such  consultations,  the  Secretary 
of  the  Treasury  may  make  a  report  hi  writing  to  the  corporation,  to 
the  President,  and  to  the  Congress  stating  the  grounds  for  his  disagree¬ 
ment.  This  section  also  provides  that  any  mixed-ownership  Govern¬ 
ment  corporation  from  which  Government  capital  has  been  entirely 
withdrawn  shall  not  be  subject  to  the  provisions  of  section  302  or  of 
this  section  during  the  period  such  corporation  remains  without  Gov¬ 
ernment  capital.  * 

The  Secretary  of  the  Treasury  is  authorized  to  exercise  any  of  the 
functions  vested  in  him  by  this  section  through  officers  or  employees 
of  any  Federal  agency  designated  by  him,  with  the  concurrence  of 
the  head  of  the  agency  concerned. 

Subsection  (a)  of  section  304  prohibits  any  corporation  from  being 
created,  organized,  or  acquired  hereafter  by  the  Federal  Government 
for  the  purpose  of  acting  as  an  agency  or  instrumentality  of  the 
United  States,  except  by  an  act  of  Congress  or  pursuant  to  an  act  of 
Congress  specifically  authorizing  such  action. 

Subsection  (b)  of  section  304  requires  all  wholly  owned  Govern¬ 
ment  corporations  created  by  or  under  the  laws  of  any  State,  Terri¬ 
tory,  or  possession  of  the  United  States,  or  any  political  subdivision 
thereof,  or  under  the  laws  of  the  District  of  Columbia,  to  cease  operat¬ 
ing  as  agencies  or  instrumentalities  of  the  United  States  by  June  30, 
1948,  and  prohibits  the  investment  in  or  employment,  by  any  such 
corporation  after  that  date,  except  for  purposes  of  liquidation,  of 
Federal  funds.  This  subsection  directs  the  proper  corporate  authority 
of  every  such  corporation  to  institute  dissolution  or  liquidation  pro¬ 
ceedings  on  or  before  June  30,  1948,  but  makes  provision  for  reincor¬ 
poration  of  any  such  corporation  prior  thereto  by  Act  of  Congress, 
setting  out  its  purposes,  term  of  existence,  powers,  privileges,  and 
duties,  including  the  power  to  take  over  the  assets  and  assume  the 
liabilities  of  its  respective  predecessor  corporation. 
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I.  H.  R.  2177,  SEVENTY-NINTH  CONGRESS,  FIRST  SESSION 

A  BILL  To  provide  for  financial  control  of  Government  corporations 

•Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  this  Act  may  be  cited  as  the  “Government 
Corporation  Control  Act.” 

DECLARATION  OF  POLICY 

Sec.  2.  It  is  hereby  declared  to  be  the  policy  of  the  Congress  to  bring  Govern¬ 
ment  corporations  and  their  transactions  and  operations  under  annual  scrutiny 
by  the  Congress  and  provide  current  financial  control  thereof. 

Title  I— Wholly  Owned  Government  Corporations 

Sec.  101.  As  used  in  this  Act  the  term  “wholly  owned  Government  corporation” 
means  the  Commodity  Credit  Corporation;  Federal  Intermediate  Credit  Banks; 
Production  Credit  Corporations;  Regional  Agricultural  Credit  Corporations; 
Farmers  Home  Corporation;  Federal  Crop  insurance  Corporation;  Federal 
Farm  Mortgage  Corporation;  Federal  Surplus  Commodities  Corporation;  Recon¬ 
struction  Finance  Corporation;  Defense  Plant  Corporation;  Defense  Supplies 
Corporation;  Metals  Reserve  Company;  Rubber  Reserve  Company;  War  Damage 
Corporation;  Federal  National  Mortgage  Association;  The  RFC  Mortgage 
Company;  Disaster  Loan  Corporation;  Inland  Waterways  Corporation;  Warrior 
River  Terminal  Company;  The  Virgin  Islands  Company;  Federal  Prison  Indus¬ 
tries,  Incorporated;  United  States  Spruce  Production  Corporation;  Institute  of 
Inter-American  Affairs;  Institute  of  Inter-American  Transportation;  Inter- 
American  Educational  Foundation,  Incorporated;  In  ter- American  Navigation 
Corporation;  Prencinradio,  Incorporated;  Cargoes,  Incorporated;  Export-Import 
Bank  of  Washington;  Petroleum  Reserves  Corporation;  Rubber  Development 
Corporation;  United  States  Commercial  Company;  Smaller  War  Plants  Corpora¬ 
tion;  Federal  Public  Housing  Authority  (or  United  States  Housing  Authority) 
and  including  public  housing  projects  financed  from  appropriated  funds  and 
operations  thereof;  Defense  Homes  Corporation;  Federal  Savings  and  Loan 
Insurance  Corporation*  Home  Owners’  Loan  Corporation;  United  States  Housing 
Corporation;  Federal  Deposit  Insurance  Corporation;  Panama  Railroad  Com¬ 
pany;  Tennessee  Valley  Authority;  Tennessee  i  Valley  Associated  Cooperatives, 
Incorporated;  and  any  other  corporation  whiih  is  wholly  owned  by  the  United 
States  Government  or  by  any  agency  thereof,  including  Government  corporations. 

Sec.  102.  Each  wholly  owned  Government  corporation  shall  cause  to  be  pre¬ 
pared  annually  a  budget  program  covering  all  operations  for  the  ensuing  fiscal 
year  with  comparisons  with  the  current  fiscal  year  and  the  last  completed  fiscal 
year.  Such  budget  programs  shall  be  submitted  to  the  Bureau  of  the  Budget  at 
the  time  prescribed  for  the  submission  of  the  estimates  of  appropriations  by  the 
regular  Government  departments  and  establishments  and  shall  be  transmitted  by 
the  President  to  the  Congress  in  the  annual  Budget;  except  that  the  first  budget 
programs  shall  be  submitted  as  soon  as  practicable  after'  the  date  of  enactment  of 
this  Act.' 

Sec.  103.  The  Bureau  of  the  Budget,  under  such  rules  and  regulations  as  the 
President  may  establish,  is  authorized  and  directed  to  prescribe  the  form  and 
content  of,  and  the  manner  in  which  such  budget  programs  shall  be  prepared  and 
presented;  but  all  such,budget  programs  shall  contain  specific  estimates  of  ad¬ 
ministrative  expenses  and  estimates  of  necessary  borrowing  by  the  corporation 
concerned,  together  with  the  estimates  of  the  amount  of  Government  capital  funds 
which  shall  be  returned  to  the  Treasury  during  the  fiscal  year  or  the  appropria¬ 
tions  required  to  provide  for  the  reissuance  of  authorized  capital  or  the  restora¬ 
tion  of  capital  impairments.  Such  budget  programs  shall  be  considered  and  shall 
be  included  in  the  annual  Budget  in  the  same  manner,  as  nearly  as  practicable, 
as  are  the  estimates  and  other  information  submitted  in  accordance  with  the 
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Budget  and  Accounting  Act,  1921.  Budget  programs  so  submitted  to  the  Con¬ 
gress  shall  be  considered  and  approved,  modified,  or  prohibited  by  it,  in  the  same 
manner,  as  nearly  as  practicable,  as  appropriations  are  considered  and  made  by 
Congress. 

The  Budget  program  may,  whenever  deemed  necessary,  include  and  set  forth 
specifically,  requests  for  authorization  to  cover  possible  emergency  or  contingent 
operations  in  the  ensuing  year,  but  operations  thereunder  shall  be  initiated  only 
after  approval  by  the  President  and  shall  be  reported  to  the  Congress  from  time 
to  time  but  not  later  than  the  time  for  transmittal  of  the  next  annual  Budget. 

Sec.  104.  No  wholly  owned  Government  corporation  shall  transact  any  busi¬ 
ness  in  any  fiscal  year  except  such  business  as  is  authorized  by  Act  of  Congress 
as  a  part  of  its  budget  program  for  such  fiscal  year,  and  no  expenditures  for  ad¬ 
ministrative  expenses  in  any  fiscal  year  shall  be  made  by  any  such  corporation 
e  ccept  in  the  amounts  authorized  and  made  available  by  Congress  for  such  fiscal 
year.  No  funds  so  made  available  by  the  Congress  for  administrative  expenses 
shall  be  obligated  or  expended  unless  and  until  an  appropriation  account  shall 
have  been  established  therefor  pursuant  to  an  appropriation  warrant  or  a  cover¬ 
ing  warrant,  and  funds  so  made  available  shall  be  subject  to  apportionment  by 
the  Bureau  of  the  Budget,  and  claims  and  accounts  thereunder  to  adjustment 
and  settlement  by  the  General  Accounting  Office  under  title  III  of  the  Budget 
and  Accounting  Act,  1921.  This  section  shall  take  effect  with  respect  to  wholly 
owned  Government  corporations  or  groups  of  corporations  at  the  earliest  possible 
date  following  the  enactment  of  this  Act,  as  determined  by  the  President,  but  no 
later  than  July  1,  1946. 

Sec.  105.  The  financial  transactions  of  wholly  owned  Government  corporations 
shall  be  audited  bv  the  General  Accounting  Office  in  accordance  with  the  prin¬ 
ciples  and  procedures  applicable  to  commercial  corporate  transactions  and  under 
such  rules  and  regulations  as  may  be  prescribed  by  the  Comptroller  General  of  the 
United  States.  The  audit  shall  be  conducted  at  the  place  or  places  where  the 
accounts  of  the  respective  corporations  are  normally  kept.  The  representatives 
of  the  General  Accounting  Office  shall  have  access  to  all  books,  accounts,  financial 
records,  reports,  files,  and  all  other  papers,  things,  or  property  belonging  to  or  in 
use  by  the  respective  corporations  and  necessary  to  facilitate  the  audit,  and  they 
shall  be  afforded  full  facilities  for  verifying  transactions  with  the  balances  or 
securities  held  by  depositaries,  fiscal  agents,  and  custodians.  The  audit  shall 
begin  with  the  first  fiscal  year  commencing  after  the  enactment  of  this  Act. 

Sec.  106.  A  report  of  each  such  audit  for  each  fiscal  year  ending  on  June  30 
shall  be  made  by  the  Comptroller  General  to  the  Congress  not  later  than  January 
15  following  the  close  of  the  fiscal  year  for  which  such  audit  is  made.  The  report 
shall  set  forth  the  scope  of  the  audit  and  shall  include  a  statement  (showing 
intercorporate  relations)  of  assets  and  liabilities,  capital  and  surplus  or  deficit; 
a  statement  of  surplus  or  deficit  analysis;  a  statement  of  income  and  expense; 
and  such  comments  and  information  as  may  be  deemed  necessary  to  keep  Congress 
informed  of  the  operations  and  financial  condition  of  the  several  corporations, 
together  with  such  recommendations  with  respect  thereto  as  the  Comptroller 
General  may  deem  advisable,  including  a  report  of  any  impairment  of  capital 
noted  in  the  audit  and  recommendations  for  the  return  of  such  Government 
capital  or  the  payment  of  such  dividends  as,  in  his  judgment,  should  be  accom¬ 
plished.  The  report  shall  also  show  how  the  budget  program  (herein  provided) 
was  executed  and  specifically  any  program,  expenditure,  or  other  financial  trans¬ 
action  or  undertaking,  which,  in  the  opinion  of  the  Comptroller  General,  has  been 
carried  on  or  made  without  authority  of  law.  A  copy  of  each  report  shall  be 
furnished  to  the  President  and  to  the  corporation  concerned  at  the  time  sub¬ 
mitted  to  the  Congress. 

Sec.  107.  No  additional  Government  capital  or  paid-in  surplus  shall  be  sub¬ 
scribed  or  paid  in  to  any  wholly  owned  Government  corporation  except  pursuant 
to  specific  appropriation  therefor  hereafter  made. 

Sec.  108.  Whenever  it  is  deemed  by  the  Director  of  the  Bureau  of  the  Budget, 
with  the  approval  of  the  President,  to  be  practicable  and  in  the  public  interest 
that  any  wholly  owned  Government  corporation  be  treated  with  respect  to  its 
appropriations,  expenditures,  receipts,  accounting  and  other  fiscal  matters  as  if  it 
were  a  Government  agency  other  than  a  corporation,  the  Director  shall  include  in 
connection  with  the  budget  program  of  such  corporation  in  the  Budget  a  recom¬ 
mendation  to  that  effect.  If  the  Congress  approved  such  recommendation  in 
connection  with  the  budget  program  for  any  fiscal  year,  such  corporation,  with 
respect  to  subsequent  fiscal  years,  shall  be  regarded  as  an  establishment  other 
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than  a  corporation  for  the  purposes  of  the  Budget  and  Accounting  Act,  1921,  and 
other  provisions  of  law  relating  to  appropriations,  expenditures,  receipts,  accounts, 
and  other  fiscal  matters,  and  shall  not  be  subject  to  the  provisions  of  this  Act  other 
than  this  section.  The  corporate  entity  shall  not  be  affected  by  this  section. 

Title  II — Mixed-Ownership  Government  Corporations 

Sec.  201.  As  used  in  this  Act  the  term  “mixed-ownership  Government  cor¬ 
porations”  means  (1)  the  Central  Bank  for  Cooperatives  and  the  regional  banks 
for  cooperatives,  (2)  Federal  land  banks,  and  (3)  Federal  home-loan  banks.  Any 
of  such  banks  from  which  Government  capital  has  been  entirely  withdrawn,  and 
during  the  period  such  bank  remains  without  Government  capital,  shall  not  be 
subject  to  the  provisions  of  this  title. 

Sec.  202.  The  financial  transactions  of  mixed-ownership  Government  cor¬ 
porations  shall  be  audited  by  the  General  Accounting  Office  in  accordance  with 
the  principles  and  procedures  applicable  to  commeicial  corporate  transactions, 
and  under  such  rules  and  regulations  as  may  be  prescribed  by  the  Comptroller 
General  of  the  United  States.  The  Audit  shall  be  conducted  at  the  place  or  places 
where  the  acounts  of  the  respective  corporations  are  normally  kept.  The  repre¬ 
sentatives  of  the  General  Accounting  Office  shall  have  access  to  all  books,  accounts, 
financial  records,  reports,  files,  and  all  other  papers,  things,  or  property  belonging 
to  or  in  use  by  the  respective  corporations  and  necessary  to  facilitate  the  audit, 
and  they  shall  be  afforded  full  facilities  for  verifying  transactions  w  ith  the  balances 
or  securities  held  by  depositaries,  fiscal  agents,  and  custodians.  The  audit 
shall  begin  with  the  first  fiscal  year  commencing  after  the  enactment  of  this  Act. 

Sec.  203.  A  report  of  each  such  audit  for  each  fiscal  year  ending  on  June  30 
shall  be  made  by  the  Comptroller  General  to  the  Congress  not  later  than  January 
Iff,  following  the  close  of  the  fiscal  year  for  which  such  audit  is  made.  The  report 
shall  set  forth  the  scope  of  the  audit  and  shall  include  a  statement  (showing  inter¬ 
corporate  relations)  of  assets  and  liabilities,  capital  and  surplus  or  deficit;  a  state¬ 
ment  of  surplus  or  deficit  analysis;  a  statement  of  income  and  expense;  and  such 
comments  and  information  as  may  be  deemed  necessary  to  keep  Congress  informed 
of  the  operations  and  financial  condition  of,  and  the  use  of  Government  capital  by, 
each  such  corporation,  together  with  such  recommendations  with  respect  thereto 
as  the  Comptroller  General  may  deem  advisable,  including  a  report  of  any  impair¬ 
ment  of  capital  or  lack  of  sufficient  capital  noted  in  the  audit  and  recommenda¬ 
tions  for  the  return  of  such  Government  capital  or  the  payment  of  such  dividends 
as,  in  his  judgment,  should  be  accomplished.  A  copy  of  each  report  shall  be 
furnished  to  the  President  and  to  the  corporation  concerned  at  the  time  submitted 
to  the  Congress. 

Sec.  204.  (a)  No  additional  Government  capital  or  paid-in  surplus  shall  be 
subscribed  or  paid  in  to  any  mixed-ownership  Government  corporation  except 
pursuant  to  specific  appropriation  therefor  hereafter  made. 

(b)  The  President  shall  include  in  the  annual  Budget  any  recommendations  he 
may  wish  to  make  as  to  the  return  of  Government  capital  to  the  Treasury  by  any 
mixed-ownership  corporation. 

Title  III — General  Provisions 

Sec.  301.  The  expenses  of  auditing  the  financial  transactions  of  wholly  owned 
and  mixed-ownership  Government  corporations  as  provided  in  sections  105  and 
202  of  this  Act  shall  be  borne  out  of  appropriations  to  the  General  Accounting 
Office  and  appropriations  in  such  sums  as  may  be  necessary  are  hereby  authorized 
for  the  purpose.  • 

Sec.  302.  The  banking  or  checking  accounts  of  all  wholly  owned  and  mixed- 
ownership  Government  corporations  shall  be  kept  with  the  Treasurer  of  the 
United  States,  or  with  the  approval  of  the  Secretary  of  the  Treasury,  with  a 
Federal  Reserve  bank,  or  with  a  designated  depositary  or  fiscal  agent  of  the 
United  States.  .  . 

Sec.  303.  (a)  All  bonds,  notes,  debentures,  and  other  similar  obligations  which 
are  hereafter  issued  by  anv  wholly  owned  or  mixed-ownership  Government  cor¬ 
poration  shall  be  in  such  forms  and  denominations,  shall  have  such  maturities, 
shall  bear  such  rates  of  interest,  shall  be  subject  to  such  terms  and  conditions, 
shall  be  issued  in  such  manner  and  at  such  times  and  sold  at  such  prices  as  may 
be  approved  by  the  Secretary  of  the  Treasury. 
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(b)  Hereafter,  no  direct  obligation  of  the  United  States,  and  no  obligation 
guaranteed  by  the  United  States  as  to  principal  or  interest,  or  both,  which  are 
held  or  owned  by  any  wholly  owned  or  mixed-ownership  Government  corporation 
shall  be  sold,  nor  shall  any  such  obligation  be  purchased  by  any  such  corporation 
without  the  approval  of  the  Secretary  of  the  Treasury. 

(c)  The  Secretary  of  the  Treasury  is  hereby  authorized  to  exercise  any  of  the 
functions  vested  in  him  by  this  section  through  any  officer  or  employee  of  any 
agency  whom  he  may  designate  for  such  purpose. 

Sec.  304.  (a)  No  corporation  shall  be  created  hereafter  by  any  officer  or 
agency  of  the  Federal  Government  or  by  any  Government  corporation,  except 
by  direct  congressional  action  or  pursuant  to  Act  of  Congress  specifically  authoriz¬ 
ing  the  creation  of  such  corporation. 

(b)  Any  such  corporation  hereafter  created  shall  be  subject  to  the  provisions 
of  this  Act. 

Sec.  305.  All  laws  and  parts  of  laws  in  conflict  with  this  Act,  to  the  extent  of 
such  conflict,  are  hereby  repealed. 
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FINANCIAL  CONDITION  OF  GOVERNMENT  CORPORA¬ 
TIONS  AS  OF  MARCH  31,  1945 

The  following  table  is  a  combined  balance  sheet  of  Government 
corporations  as  of  March  31,  1945,  and  reflects  total  gross  assets  of 
29.6  billion  dollars,  gross  liabilities  of  28.4  billion  dollars,  and  net 
worth  of  1.2  billion  dollars. 

Assets. — Of  the  29.6  billion  dollars  in  gross  assets,  9.4  billions 
represent  intercorporate  assets,  leaving  net  total  assets  of  20.2  billion 
dollars.  Included  in  this  20.2  billion  dollars,  however,  is  1  billion 
dollars  representing  interagency  assets  due  from  other  Government 
agencies.  Of  the  total  gross  assets,  the  major  items,  after  taking  out 
reserves  for  valuation  and  estimated  losses,  consist  of:  13.3  billion 
dollars  in  loans  receivable;  7.8  billion  dollars  in  land,  structures,  and 
equipment;  2.9  billion  dollars  in  commodities,  supplies,  and  materials; 
2.1  billion  dollars  in  investments  and  1.6  billion  dollars  in  other 
receivables. ' 

Liabilities. — Of  the  28.4  billion  dollars  in  gross  liabilities,  8.9 
billion  dollars  represent  intercorporate  liabilities  leaving  net  total 
liabilities  of  19.5  billion  dollars.  Included  in  this  19.5  billions,  how¬ 
ever,  are  13.6  billions  representing  interagency  liabilities  due  to  the 
Treasury  and  other  Government  agencies.  Of  the  total  gross  liabili¬ 
ties,  22.0  billion  dollars  were  in  bonds,  notes,  and  debentures  issued 
by  the  corporations,  of  which  11.6  billion  dollars  were  held  by  the 
Treasury,  8.1  billion  dollars  were  held  by  Government  corporations, 
and  2.3  billion  dollars  were  held  by  the  public. 

Net  worth. — While  the  combined  net  worth  of  the  corporations  is 
reported  as  1.2  billion  dollars,  this  amount  includes  451  million 
dollars  belonging  to  private  interests,  leaving  750  million  dollars  as 
the  net  capital  investment  of  the  United  States  in  the  corporations 
as  a  group. 
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*  Includes  accrued  assets  and  acquired  security  or  collateral.  8  Represents  net  amounts  due  to  Government  agencies  and  departments  not  included 

8  Includes  accrued  liabilities  and  liability  reserves.  in  this  report. 

*  Less  than  $500. 


III.  STATEMENTS  AND  REPORTS  ON  H.  R.  2177 

A  Statement  by  the  Director  of  the  Bureau  of  the  Budget  to  the  House 
Committee  on  Expenditures  in  the  Executive  Departments,  Relating 
to  H.  It.  2177,  a  Bill  to  Provide  for  Financial  Control  of  Government 
Corporations,  May  29,  1945 

I  find  this  bill  meritorious  and  I  am  in  full  agreement  with  its  objectives. 
Under  its  provisions  the  transactions  and  operations  of  Government  corporations 
would  be  subject  to  financial  control  by  the  President  and  the  Congress.  Con¬ 
sidering  the  importance  of  corporations  in  the  fiscal  operations  of  the  Federal 
Government,  it  is  extremely  important  that  the  financial  requirements  of  these 
units  be  definitely  tied  in  to  the  general  budgetary  plan.  Unless  this  is  done  the 
executive  budget  transmitted  to  the  Congress  falls  far  short  of  a  complete  fiscal 
program  of  the  Government  for  the  ensuing  year. 

During  the  past  10  years  various  steps  have  been  taken  both  by  the  President 
and  by  the  Congress  to  bring  Government  corporations  under  some  measure  of 
financial  control  but  the  present  situation  is  at  best  a  makeshift  and  an  unsatis¬ 
factory  arrangement.  Certain  corporations  are  subject  to  budgetary  control  in 
varying  degree,  both  by  the  President  and  by  the  Congress;  others  are  subject  to 
control  only  by  the  President;  and  still  others  are  subject  to  control  only  by  the 
corporation’s  officials. 

In  connection  with  budgetary  control  heretofore  exercised  over  Government 
corporations,  both  by  the  President  and  by  the  Congress,  consideration  has  been 
given  principally  to  their  so-called  administrative  expenses.  The  bill  under  con¬ 
sideration,  however,  is  not  restricted  to  administrative  expenses  but  contemplates 
the  submission  of  a  complete  budget  program  covering  all  operations  of  the 
corporation. 

In  the  past,  control  over  the  general  programs  of  the  corporations  has  been 
exercised  by  the  Congress  in  connection  with  its  periodic  determination  of  the 
need  for  extending  the  existence  of  certain  corporations  or  in  connection  with  re¬ 
quests  for  increases  in  their  borrowing  authority.  There  are,  however,  some  cor- 
portations  with  indefinite  charters  which,  except  for  the  transmittal  of  annual 
reports,  do  not  report  regularly  to  the  Congress  nor  do  they  appear  before  con¬ 
gressional  committees  except  when  legislation  affecting  them  is  under  considera¬ 
tion.  The  pending  bill  would  change  this  arrangement  since  the  corporations’ 
programs  would  be  considered  annually  by  the  President  and  the  Congress. 

\\  hile  the  review  of  administrative  expenses  has  been  utilized  by  the  Congress 
as  a  means  of  controlling  Government  corporations,  it  obviously  covers  only  a 
small  part  of  their  financial  transactions.  The  requirement  that  all  financial 
transactions  be  included  in  the  budget  program  represents  a  fundamental  change 
with  respect  to  the  budgetary  control  of  Government  corporations.  Properly 
used,  budget  programs  for  the  Government  corporations  will  strengthen  execu¬ 
tive  and  congressional  control,  but  improperly  used  they  can  seriously  impair  the 
corporations^  usefulness. 

The  corporate  device  has  been  used  by  the  Congress  for  the  execution  of  pro¬ 
grams  which  do  not  lend  themselves  readily  to  administration  by  the  regular 
bureau  form  of  Government  organization.  The  corporate  form  is  particularly 
adapted  to  those  activities  requiring  considerable  flexibility  in  operations. 

Let  me  illustrate  the  reason  why  I  feel  that  the  corporate  budget  must  include 
a  greater  degree  of  flexibility  than  a  regular  establishment  of  the  Government. 
The  Federal  Saving  and  Loan  Insurance  Corporation  was  created  for  the  purpose 
of  insuring  deposits  in  building  and  loan  associations  which  could  qualify  for 
insurance  under  the  laws  enacted  by  the  Congress.  In  the  event  that  an  insured 
association  fails,  each  shareholder  is  entitled  to  the  prompt  payment  of  insurance 
up  to  a  maximum  of  $5,000.  I  assume  that  the  Congress  will  wish  the  budgetary 
program  of  this  Corporation  to  be  so  formulated  that  it  will  be  able  to  carry  out 
this  responsibility.  Likewise,  the  Commodity  Crec.it  Corpoiation  has  been 
charged  with  making  certain  mandatory  commodity  loans  and  again  I  assume 
that  those  farmers  who  can  qualify  for  the  loans  under  the  law  are  entitled  to 
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receive  prompt  assistance.  I  am  sure  we  all  recognize  that  the  volume  of  activity 
of  these  two  Corporations,  like  most  corporations,  will  depend  largely  upon  general 
economic  conditions,  and  their  statutory  programs.  On  the  other  hand,  in  a' 
regular  establishment  of  Government,  such  as  the  agencies  established  for  the 
purpose  of  carrying  on  a  research  program,  a  construction  project,  etc.,  the  appro¬ 
priation  determines  the  size  of  the  program  for  a  given  year. 

I  assume  that  the  latitude  given  the  Bureau  of  the  Budget  in  the  bill  to  pre¬ 
scribe  the  form  and  content  of  a  budget  program  for  Government  corporations 
and  to  include  provision  for  emergencies  and  contingencies  is  a  recognition  of  the 
need  for  flexibility  in  the  budget  program. 

The  provisions  of  this  bill  would  permit  the  budget  program  to  set  forth  specifi¬ 
cally  a  reserve  for  contingencies.  The  use  of  such  reserves  is  subject  to  approval 
by  the  President  and  notification  to  the  Congress  of  the  reasons  for  undertaking 
these  operations.  In  the  case  of  some  corporations  there  might  well  be  no  need  for 
any  dollar  limitation  on  certain  activities.  However,  a  corporation  cannot 
exceed  its  statutory  debt  limitation  without  approval  of  the  Congress.  At  the 
present  time,  corporations  request  increases  in  the  statutory  debt  limitation 
considerably  in  advance  of  the  time  that  funds  will  actually  be  needed;  this 
arrangement  could  be  continued  even  though  as  a  part  of  the  annual  budget  pro¬ 
gram  a  further  limitation  may  be  placed  on  the  amount  which  may  be  utilized. 

It  seems  to  me  that  ! he  above  indicates  sufficient  flexibility  on  the  upward  side 
in  the  budget  programs  of  Government  corporations.  Personally,  I  should  like 
to  see  a  tighter  method  developed  on  the  downward  side,  if  budget  controls  over 
Government  corporations  are  to  be  significant  in  the  long  run  in  achieving  an 
integration  of  Government  -spending  and  taxation.  Such  tightening  could  be 
achieved  by  extensive  use  of  budgetary  reserves  under  which  part  of  the  authoriza¬ 
tion  of  Congress  would  not  be  made  available  by  the  President  unless  conditions 
warranted. 

The  bill  if  enacted  should  permit  the  formulation  of  a  budget  program  which  will 
adequately  meet,  the  requirements  of  individual  corporations  since  they  do  not 
fall  into  the  same  pattern.  This  situation  will  have  to  be  explored  with  each  of 
the  corporations.  The  development  of  an  adequate  budget  program  will  be  an 

evolutionary  process. 

I  have  said  enough,  I  believe,  to  indicate  that  a  budget  program  need  not 
restrict  a  Government  corporation  in  effectuating  those  programs  which  may  be 
subject  to  unforeseeable  economic  or  other  developments.  Indeed,  I  may  have 
caused  some  to  wonder  if  a  budget  program  for  a  corporation  can  be  effective  in 
controlling  its  financial  operations.  I  am  sure  it  can  be,  and  that  it  will  be 
possible  to  develop  a  budget  which  will  provide  adequate  safeguards  from  the 
standpoint  of  congressional  control  without  impeding  the  operations  of  the  cor¬ 
porations.  The  annual  review  will  accord  the  President  and  the  Congress  an 
opportunity  of  ascertaining  the  manner  in  which  a  corporation  is  conducting  its 
operations,  the  way  it  is  organized,  and  the  various  problems  with  which  it  is 
being  confronted,  and  I  consider  this  to  be  highly  desirable. 


Executive  Office  of  the  President, 

Bureau  of  the  Budget, 
Washington  25,  D.  C.,  March  24,  1945. 

Hon.  Carter  Manasco, 

Chairman ,  Committee  on  Expenditures  in  the  Executive  Departments, 

House  of  Representatives,  Washington,  D.  C. 

^Iy  Dear  Mr.  Manasco:  Thank  you  for  your  letter  of  February  20,  1945, 
asking  for  my  views  on  H.  R.  2177,  a  bill  to  provide  for  financial  control  of  Govern¬ 
ment  corporations. 

I  find  this  bill  meritorious  and  I  am  in  full  agreement  with  its  objectives. 

May  I  suggest  that  you  carefully  consider,  the  desirability  of  striking  out  that 
part  of  section  104  relating  to  special  accounting  and  auditing  treatment  for 
“administrative  expenses”  of  Government  corporations,  namely,  lines  7  to  15 
on  page  5  reading  as  follows:  “No  funds  so  made  available  by  the  Congress  for 
administrative  expenses  shall  be  obligated  or  expended  unless  and  until  an  appro¬ 
priation  account  shall  have  been  established  therefor  pursuant  to  an  appropriation 
warrant  or  a  covering  warrant,  and  funds  so  made  available  shall  be  subject  to 
apportionment  by  the  Bureau  of  the  Budget,  and  claims  and  accounts  thereunder 
to  adjustment  and  settlement  by  the  General  Accounting  Office  under  title  III 
of  the  Budget  and  Accounting  Act,  1921.” 
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In  my  opinion,  this  provision  that  “administrative  expenses”  of  the  Govern¬ 
ment  corporations  be  subjected  to  the  accounting  and  auditing  requirements  of 
regular  appropriations  would  incur  costs  and  efforts  on  the  part  of  the  Government 
which  would  not  be  justified;  it  would  subject  a  small  portion  of  corporate  ac¬ 
tivities,  i.  e.,  “administrative  expenses,”  to  accounting  and  auditing  procedures 
which  are  unnecessary  and  undesirable  and  quite  different  from  procedures 
applicable  to  the  rest  of  corporate  transactions.  I  believe  that  the  purpose  of 
this  provision,  if  eliminated  as  suggested,  will  be  adequately  served  by  the  other 
audit  and  report  requirements  of  sections  105  and  106. 

The  attached  statement  suggests  a  number  of  other  minor  changes  in  H.  R. 
2177  which,  in  the  opinion  of  staff  in  the  Bureau  of  the  Budget,  would  aid  clarifi¬ 
cation  and  workability. 

Sincerely  yours, 


Harold  D.  Smith,  Director. 


H.  R.  2177,  A  Bill  To  Provide  for  Financial  Control  ob  Government 

Corporations 

Page  3,  section  102,  line  22:  Add  “Amendments  to  the  annual  Budget  program 
may  be  submitted  from  time  to  time.” 

Page  4,  section  103,  line  9:  After  the  word  “impairments”  change  period  to 
comma  and  add  “and  such  other  classification  of  estimates  as  may  be  determined 
by  the  Director  of  the  Bureau  of  the  Budget.”  In  line  3  just  above,  after  the 
word  “expenses”,  insert  comma  and  strike  out  the  word  “and”. 

Page  7,  section  106,  line  9:  After  the  word  “President”  insert  “,  to  the  Secre¬ 
tary  of  the  Treasury,”. 

Page  7,  section  108,  line  19:  After  the  word  “corporation”,  insert  “,  or  parts 
thereof,”. 

Page  8,  section  108,  line  1:  After  the  word  “corporation”,  insert  “,  or  parts 
thereof,”. 

Page  10,  section  203,  line  4:  After  the  word  “President”,  insert  “,  to  the  Sec¬ 
retary  of  the  Treasury,”. 

Page  10,  section  302,  line  21:  Insert  before  “The”  the  phrase  “Unless  otherwise 
approved  by  the  Secretary  of  the  Treasury,”. 


Comptroller  General  of  the  United  States, 

Washington,  April  3,  194-5. 

Hon.  Carter  Manasco, 

Chairman,  Committee  on  Expenditures  in  the  Executive  Departments, 

House  of  Representatives. 

My  Dear  Ur.  Chairman:  Reference  is  made  to  your  letter  of  February  20, 
1945,  acknowledged  February  21,  requesting  a  report  on  H.  R.  2177,  providing  for 
financial  control  of  Government  corporations. 

The  provisions  of  H.  R.  2177  are  identical  with  those  of  S.  469vthe  so-called 
Byrd-Butler  bill,  and  II.  R.  2051.  All  three  bills  are  outgrowths  of  the  studies 
made  by  the  Joint  Committee  on  Reduction  of  Nonessential  Federal  Expendi¬ 
tures,  as  summarized  in  its  report  on  Government  corporations,  issued  last 
summer  and  published  as  Senate  Document  No.  227,  Seventy-eighth  Congress. 
The  bills  embody  recommendations  of  that  report  designed  to  establish  financial 
control  over  Government  corporations  by  the  Congress,  the  Bureau  of  the  Budget, 
the  Treasury  Department,  and  the  General  Accounting  Office.  Representatives 
of  all  those  agencies  collaborated  in  the  discussions  which  preceded  the  introduc¬ 
tion  of  the  bills,  and  I  cannot  too  heartily  recommend  the  early  consideration  and 
passage  of  such  legislation  since  I  feel  that  it  represents  the  most  forward-looking 
and  outstanding  measure  in  its  field  since  the  enactment  of  the  Budget  and 
Accounting  Act  in  1921. 

When  that  act  was  enacted  to  provide  a  budget  system  and  an  independent 
audit  for  Government  expenditures,  Government  corporations  were  a  relatively' 
new  and  unimportant  part  of  the  total  governmental  financial  picture.  '  With  the 
exception  of  the  Panama  Railroad  Company,  which  had  been  acquired  in  connec¬ 
tion  with  the  Panama  Canal,  and  the  Federal  land  banks,  the  Government  corpo¬ 
rations  then  in  existence  were  World  War  I  corporations,  some  of  which  were  in 
process  of  liquidation.  Since  that  time  most  of  those  corporations,  which  once 
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included  the  War  Finance  Corporation,  the  Emergency  or  Merchant  Fleet  Corpo¬ 
ration,  and  the  United  States  Grain  Corporation,  have  been  completely  dissolved, 
leaving  only  the  United  States  Housing  Corporation  and  the  United  States  Spruce 
Production  Corporation,  still  in  liquidation,  as  reminders  of  that  group  of  war 
corporations. 

However,  during  the  interval  of  peacetime  and  the  defense  and  war  period  in 
which  we  now  find  ourselves,  numerous  other  Government  corporations  have 
emerged,  until  today  there  are  about  100  separate  corporations.  Those  organi¬ 
zations  now  form  a  large  and  influential  segment  of  our  governmental  structure, 
employing  scores  of  thousands  of  workers  and  controlling  billions  of  dollars  of 
Government  money  which  they  spend  or  invest  in  production,  transportation  and 
other  utilities,  loans,  insurance,  subsidies,  and  countless  other  operations.  Some 
idea  of  the  financial  aspects  of  such  activities  can  be  gained  from  the  information 
set  forth  in  Senate  Document  No.  227,  referred  to  above,  showing  that  on  June  30, 
1943,  these  governmental  corporate  entities  had  total  assets  of  over  $27,000,000,000 
and  total  liabilities  of  over  $22,000,000,000. 

As  pointed  out  in  that  document,  the  majority  of  Government  corporations 
were  created  under  economic,  defense,  or  other  emergency  conditions.  Justice 
Brandeis  in  his  celebrated  dictum  in  the  Skinner  and  Eddy  case  (275  U.  S.  1), 
stated  that  an  important  if  not  the  chief  reason  for  employing  these  incorporated 
agencies  was  to  enable  them  to  use  commercial  methods  and  to  conduct  their 
operations  with  a  freedom  supposed  to  be  inconsistent  v  ith  accountability  under 
established  principles  of  audit  and  control  over  the  financial  transactions  of  the 
United  States.  That  statement  has  many  times  been  relied  upon  by  those  who 
have  urged  that  the  effectiveness  of  Government  corporations  depends  upon  their 
freedom  from  external  control. 

In  the  light  of  the  wide  discretion  now  vested  by  law  in  many  Government 
agencies  in  regard  to  their  financial  transactions,  and  the  successful  contributions 
to  the  war  program  of  many  noncorporate  Government  departments  and  agen¬ 
cies — even  aside  from  the  Military  and  Naval  Establishments — I  believe  that 
some  of  these  pleadings  have  overemphasized  the  difficulty  of  obtaining  flexi¬ 
bility,  speed,  and  freedom  of  action  outside  the  corporate  form.  However,  I  feel 
that  it  is  for  the  Congress  to  decide  whether  a  Government  activity  should  be 
carried  on  in  corporate  form,  and  it  is  not  my  purpose  to  deny  that  a  Govern¬ 
ment  corporation  needs  flexibility  in  its  business  operations.  In  my  dealings 
with  such  corporations,  as  well  as  in  my  annual  reports  to  the  Congress,  I  have 
recognized  that  the  business  operations  of  a  Government  corporation  may  make 
unsuitable  the  regular  governmental  type  of  control  of  its  financial  transactions. 
But  this  does  not  mean  that  those  transactions  cannot  be  reviewed  in  some 
manner  by  the  Congress  and  the  established  fiscal  agencies  of  the  Government  to 
insure  that  their  financial  programs  are  carried  out  in  accordance  with  the  policies 
of  the  Congress  and  the  general  program  of  the  Government,  and  by  sound  and 
efficient  methods. 

During  the  past  10  years  there  has  been  increasing  realization  by  the  Congress 
and  the  executive  branch  that  some  financial  control  over  Government  corpora¬ 
tions  is  needed.  Steps  have  been  taken  to  place  the  administrative  expenses  of 
certain  corporations  under  annual  scrutiny  by  the  Bureau  of  the  Budget  and  the 
Congress,  and  under  audit  by  the  General  Accounting  Office.  The  most  recent 
and  most  important  step  toward  financial  control  was  taken  in  the  enactment 
of  the  financial  audit  principles  of  the  Byrd-Butler  bill,  S.  469,  and  the  present 
bill,  H.  R.  2177,  as  section  5  of  Public  Law  4,  approved  February  24,  1945.  That 
section  provides  that  the  financial  transactions  of  all  Government  corporations 
shall  be  audited  each  fiscal  year  by  the  General  Accounting  Office  in  accordance 
with  the  principles  and  procedures  applicable  to  commercial  corporate  transac¬ 
tions,  beginning  with  the  current  fiscal  year,  and  that  a  report  of  each  such  audit 
shall,  be  made  to  the  Congress  not  later  than  the  following  January  15.  Such 
audit  provisions  are  only  a  part  of  the  general  program  represented  by  the  bill 
now  pending  before  your  committee. 

The  pending  bill,  which  provides  that  it  may  be  cited  as  the  “Government 
Corporation  Control  Act,”  declares  th§  policy  of  the  Congress  to  bring  Govern¬ 
ment  corporations  and  their  transactions  and  operations  under  annual  scrutiny 
by  the  Congress  and  provide  current  financial  control  thereof,  and  such  policy  is 
implemented  by  the  provisions  of  titles  I,  II,  and  III.  For  the  purposes  of  the 
bill,  Government  corporations  are  divided  into  two  classes,  the  first  class,  treated 
in  title  I,  being  designated  as  “wholly  owned  Government  corporations,”  and  the 
second,  in  title  II,  as  “mixed-ownership  Government  corporations.”  The  first 
class  consists  of  corporations  such  as  the  Reconstruction  Finance  Corporation,  in 
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which  all  the  stock  or  other  capital  is  owned  or  contributed  by  the  Government. 
There  are  42  corporations  or  groups  of  corporations  in  this  category,  including, 
because  of  the  manner  of  operation  and  control  of  its  activities,  the  Federal 
Deposit  Insurance  Corporation,  in  which  a  majority  of  the  stock  is  held  by  the 
United  States  and  the  remainder  by  the  Federal  Reserve  banks.  The  second 
class  covers  the  banks  for  cooperatives,  Federal  land  banks,  and  Federal  home 
loan  banks,  all  of  which  have  been  or  still  are  capitalized  in  part  with  Government 
funds. 

In  the  case  of  wholly  owned  Government  corporations  the  bill  requires  the 
annual  submission  of  a  budget  program,  through  the  Bureau  of  the  Budget  and 
the  President,  to  the  Congress,  containing  specific  estimates  of  administrative 
expenses,  of  necessary  borrowings,  and  of  the  amount  of  Government  capital  to  be 
returned  from  or  invested  in  the  corporation  during  the  year,  and  including,  when 
deemed  necessary,  requests  for  authorization  for  emergency  operations  to  be 
undertaken  under  prescribed  safeguards.  Such  budget  programs  are  to  be  con¬ 
sidered  and  disposed  of  by  the  Congress  in  a  manner  similar  to  that  in  which  the 
appropriations  of  regular  Government  establishments  are  handled. 

Under  the  provisions  of  the  bill,  no  wholly  owned  Government  corporation  may 
transact  any  business  not  authorized  by  a  congressionally  approved  budget  pro¬ 
gram,  and  the  administrative  expenses  of  all  such  corporations  are  to  be  limited 
to  the  amounts  authorized  and  made  available  by  the  Congress.  Funds  made 
available  for  administrative  expenses  are  required  to  be  set  up  on  the  books  of  the 
Government  in  appropriation  accounts,  subject  to  apportionment  by  the  Bureau 
of  the  Budget,  and  to  be  accounted  for  to  the  General  Accounting  Office  under 
title  III  of  the  Budget  and  Accounting  Act  of  1921. 

The  bill  further  provides  for  an  annual  audit  of  the  financial  transactions  of 
wholly  owned  Government  corporations  by  the  General  Accounting  Office  in 
accordance  with  the  principles  and  procedures  applicable  to  commercial  corporate 
transactions  and  under  such  rules  and  regulations  as  may  be  prescribed  by  the 
Comptroller  General  of  the  United  States.  A  report  of  each  such  audit  for  each 
fiscal  year  is  to  be  made  to  the  Congress  not  later  than  the  following  January  15. 
Such  report  is  required  to  set  forth  the  scope  of  the  audit  and  to  include,  in  addi¬ 
tion  to  financial  statements,  such  comments  and  information  as  may  be  deemed 
necessary  to  keep  the  Congress  informed  of  the  operations  and  financial  condition 
of  the  several  corporations,  together  with  such  recommendations  as  the  Comp¬ 
troller  General  may  deem  advisable,  including  a  report  of  any  impairment  of 
capital  noted  in  the  audit  and  recommendations  for  the  return  of  such  Govern¬ 
ment  capital  or  the  payment  of  such  dividends  as,  in  his  judgment,  should  be 
accomplished.  The  report  is  also  required  to  show  how  the  budget  program, 
referred  to  above,  was  executed,  and  specifically  every  program,  expenditure,  or 
other  financial  transaction  or  undertaking  which,  in  the  opinion  of  the  Comp¬ 
troller  General,  has  been  carried  on  or  made  without  authority  of  law.  Copies  of 
such  reports  are  required  to  be  furnished  to  the  President  and  to  the  corporation 
concerned  at  the  time  submitted  to  the  Congress. 

Other  provisions  of  title  I  would  prohibit  the  subscription  or  paying  in  of  any 
additional  Government  capital  to  any  wholly  owned  Government  corporation 
except  pursuant  to  specific  appropriations  made  after  enactment  of  the  bill,  and 
would  require  that,  when  deemed  by  the  Director  of  the  Bureau  of  the  Budget, 
with  the  approval  of  the  President  and  the  Congress,  to  be  practicable  and  in  the 
public  interest,  a  wholly  owned  Government  corporation  be  treated  in  the  same 
manner  as  a  regular  Government  agency  with  respect  to  fiscal  matters. 

Title  II  of  the  bill,  relative  to  mixed-ownership  Government  corporations, 
comprises  mainly  the  requirements  of  annual  audit  of  their  financial  transactions 
and  report  thereof  by  the  General  Accounting  Office,  and  the  prohibition  against 
the  contribution  of  additional  Government  capital  to  such  corporations  except 
pursuant  to  specific  appropriations  subsequently  made. 

Title  III  includes  general  provisions  regarding  the  expenses  of  auditing  the 
financial  transactions  of  Government  corporations,  other  general  fiscal  provisions, 
and  a  prohibition  against  the  future  creation  of  corporations  by  any  Government 
officer  or  agency  except  by  or  pursuant  to  congressional  action. 

The  General  Accounting  Office  is  vitally  interested  in  the  bill  as  a  whole  and  in 
the  principle  of  financial  control  of  Government  corporations  for  which  it  stands. 
Its  particular  concern  in  the  event  of  enactment  of  the  bill  would  be  with  those 
provisions  which  require  an  accounting  to  the  General  Accounting  Office  for  the 
administrative  expenses  and  an  audit  and  report  of  the  financial  transactions  of 
Government  corporations.  Careful  study  has  been  given  the  entire  bill,  however, 
and  the  following  suggestions  growing  out  of  such  study  and  out  of  legislative 
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developments  since  the  introduction  of  the  bill  are  offered  for  the  consideration 
of  your  committee. 

The  requirements  in  section  104  of  the  bill  that  no  funds  made  available  by  the 
Congress  for  administrative  expenses  shall  be  obligated  or  expended  unless  and 
until  an  appropriation  account  shall  have  been  established  therefor  and  that  funds 
so  made  available  shall  be  subject  to  apportionment  by  the  Bureau  of  the  Budget 
and  to  accounting  to  the  General  Accounting  Office  for  adjustment  and  settlement 
under  title  III  of  the  Budget  and  Accounting  Act,  extend  to  all  wholly  owned 
Government  corporations  principles  already  applied  to  many  in  the  annual 
appropriation  acts.  Since  such  provisions  are  in  addition  to  those  requiring  an 
audit  of  the  financial  transactions  by  the  General  Accounting  Office,  they  are  not 
affected  by  the  enactment  of  the  audit  provisions  of  Public  Law  4,  approved 
February  24,  1945. 

On  the  other  hand,  the  requirements  of  sections  105,  106,  202,  and  203  for  annual 
audits  of  the  financial  transactions  of  wholly  owned  and  mixed  ownership  Govern¬ 
ment  corporations  by  the  General  Accounting  Office  and  reports  thereof  to  the 
Congress,  have  in  effect  been  combined  in  section  5  of  Public  Law  4.  However, 
because  of  the  desirability  of  enacting  the  pending  bill,  H.  R.  2177,  as  a  complete 
scheme  setting  a  general  pattern  for  financial  control  of  Government  corporations, 
and  the  need  for  conforming  the  audit  provisions  of  Public  Law  4  to  the  remaining 
provisions  of  the  pending  bill  in  the  event  of  enactment  of  thnt  bill,  I  would  favor 
the  retention  of  the  audit  provisions  in  those  four  sections  of  the  pending  bill,  to 
’  supersede  those  of  Public  Law  4  and  any  other  provisions  of  law  requiring  the  audit 
k  of  financial  transactions  of  Government  corporations  for  the  purpose  of  a  report 
P  to  the  Congress  or  the  President. 

In  this  connection,  in  the  case  of  certain  wholly  owned  Government  corpora¬ 
tions  whose  funds  for  payment  of  nonadministrative  expenses  are  kept  on  the 
books  of  the  Government,  it  would  be  most  desirable  if  the  accounting  now  re- 
.  quired  by  other  provisions  of  law  (31  U.  S.  C.  72,  78,  496,  and  498)  to  be  rendered 
to  the  General  Accounting  Office  by  accountable  officers  covering  such  nonadminis¬ 
trative  transactions  could  be  coordinated  with  the  audit  of  the  financial  trans¬ 
actions  required  by  section  105  of  H.  R.  2177.  For  example,  the  provisions  of 
law  codified  in  31  U.  S.  C.  496  require  accountable  officers  to  render  their  accounts 
monthly,  with  the  vouchers  necessary  to  the  correct  and  prompt  settlement  thereof 
to  the  bureau  to  which  they  pertain,  for  transmittal  to  the  General  Accounting 
Office  for  settlement  after  administrative  examination.  It  is  believed  that  a  re¬ 
examination  of  the  present  requirements  in  connection  with  anv  accounts  required 
by  law  to  be  settled  and  adjusted  by  the  General  Accounting  Office  covering  non¬ 
administrative  expenses  of  Government  corporations,  under  authority  such  as 
here  suggested,  might  well  result  in  a  reduction  of  the  flow  of  accounting  docu¬ 
ments  which  are  presently  overloading  the  facilities  of  the  General  Accounting 
Office,  without  endangering  the  interest  of  the  United  States. 

In  view  of  the  foregoing,  I  recommend  the  amendment  of  section  105  of  H.  R. 
2177  by  changing  the  period  in  line  1,  page  6,  to  a  colon,  and  adding  the  following 
proviso:  “ Provided ,  That  notwithstanding  any  other  provisions  of  law,  such  rules 
and  regulations  may  provide  for  the  manner,  nature,  and  extent  of  the  accounting 
to  be  rendered  by  accountable  officers  covering  any  nonadministrative  transac¬ 
tions  of  such  corporations,  accounts  for  which  are  required  by  existing  law  to  be 

>  settled  and  adjusted  in  the  General  Accounting  Office,  and  for  the  settlement  and 
adjustment  of  such  accounts  in  whole  or  in  part  upon  the  basis  of  examinations  in 
the  course  of  the  audit  herein  provided.” 

My  recommendation  concerning  the  superseding  of  existing  audit  provisions 
will  be  given  below  in  connection  with  the  discussion  of  title  III  of  the  bill. 

With  respect  to  title  II,  to  clarify  the  meaning  and  make  for  certainty  in  admin¬ 
istration  of  the  provisions  of  section  201,  I  recommend  that  the  second  sentence  of 
said  section  be  changed  to  read  as  follows:  “Any  such  bank  shall  not  be  subject 
to  the  provisions  of  this  title,  except  those  of  section  204  (a),  as  to  any  fiscal  year 
during  which  the  capital  of  such  bank  shall  have  included  no  funds  of  the  United 
States  or  of  another  Government  corporation  capitalized  in  whole  or  part  by  the 
United  States.” 

Since  the  provisions  of  sections  105  and  202  relative  to  auditing  the  financial 
transactions  of  Government  corporations  do  not  appear  to  contemplate  in  every 
case  a  detailed  audit  of  each  and  every  transaction,  I  feel  that  it  would  be  desirable 
to  insert  in  section  106,  dealing  with  the  reports  of  such  audits,  on  line  7  of  page 
7,  after  the  word  “undertaking”  the  following  phrase:  “Observed  in  the  course  of 
.  the  audit.”  Further,  to  conform  the  provisions  of  section  203  to  those  of  section 
106  and  of  section  5  of  Public  Law  4,  I  suggest  that  the  following  be  added  after 
“accomplished”  in  line  3  on  page  10  of  H.  R.  2177: 
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“The  report  shall  also  show  specifically  any  program,  expenditure,  or  other 
financial  transaction  or  undertaking  observed  in  the  course  of  the  audit,  which, 
in  the  opinion  of  the  Comptroller  General,  has  been  carried  on  or  made  without 
authority  of  law.” 

With  respect  to  title  III  of  II.  R.  2177,  the  principles  of  section  301  relating  to 
the  expenses  of  the  audit  of  the  financial  transactions  differ  somewhat  from  those 
of  section  5  of  Public  Law  4,  which  authorizes  agreements  between  the  General 
Accounting  Office  and  the  corporations  for  payment  of  the  expenses  of  such 
audits  from  funds  of  the  corporations,  and  from  those  of  the  pending  first  de¬ 
ficiency  appropriation  bill,  1945,  H.  R.  2374,  which,  as  amended  by  the  Senate, 
provides  that  the  expenses  of  the  audits  required  by  said  section  5  of  Public  Law 
4  must  be  reimbursed  to  the  General  Accounting  Office  by  the  corporations  and 
that  the  sums  so  reimbursed  must  be  deposited  into  the  Treasury  as  miscellaneous 
receipts.  Further  ,the  pending  deficiency  bill  includes  other  provisions  permitting 
the  employment  of  a  limited  number  of  persons  without  regard  to  the  Classifica¬ 
tion  Act  of  1923,  as  amended,  and  the  contracting  for  temporary  or  special  pro¬ 
fessional  services  of  firms  and  organizations  without  regard  to  section  3709  of  the 
Revised  Statutes.  Such  provisions  are  indispensable  to  the  effective  conduct  of 
the  audit  of  the  financial  transactions  of  Government  corporations  under  present 
conditions. 

In  order  to  insure  continuity  of  operations  in  connection  with  the  financial 
transaction  audit  required  by  H.  R.  2177,  and  to  leave  no  doubt  that  such  audit 
supersedes  all  similar  audits,  I  recommend  that  section  301  of  H.  R.  2177  be 
amended  to  read  as  follows: 

“Sec.  301  (a)  The  expenses  of  auditing  the  financial  transactions  of  wholly 
owned  and  mixed  ownership  Government  corporations  as  provided  in  sections 
105  and  202  of  this  Act  shall  be  borne  out  of  appropriations  to  the  General 
Accounting  Office,  and  appropriations  in  such  sums  as  may  be  necessary  are 
hereby  authorized:  Provided,  That  each  such  corporation  shall  reimburse  the 
General  Accounting  Office  for  the  full  cost  of  any  such  audit  as  billed  therefor 
by  the  Comptroller  General,  and  the  General  Accounting  Office  shall  deposit 
the  sums  so  reimbursed  into  the  Treasury  as  miscellaneous  receipts. 

“(b)  For  the  purpose  of  conducting  such  audit  the  Comptroller  General  is 
authorized  in  his  discretion  to  employ  not  more  than  ten  persons  without  regard 
to  the  Classification  Act  of  1923,  as  amended,  only  one  of  whom  may  be  com¬ 
pensated  at  a  rate  of  as  much  as  but  not  more  than  $10,000  per  annum,  and  to 
employ  by  contract,  without  regard  to  section  3709  of  the  Revised  Statutes, 
professional  services  of  firms  and  organizations  for  temporary  periods  or  for 
special  purposes. 

“(c)  The  audit  provided  in  sections  105  and  202  of  this  Act  shall  be  in  lieu 
of  any  audit  of  the  financial  transactions  of  any  Government  corporation  required 
to  be  made  by  the  General  Accounting  Office  for  the  purpose  of  a  report  to  the 
Congress  or  to  the  President  under  any  existing  law.”  - 

Finally,  to  effectuate  the  purpose  of  subsection  304  (a) ,  I  suggest  that  after  the 
word  “created”  in  line  22,  page  11  of  H.  R.  2177,  there  be  inserted  the  following: 
“,  organized,  or  acquired.” 

In  closing,  I  wish  to  emphasize  again  that  the  General  Accounting  Office  is 
strongly  in  favor  of  the  enactment  of  this  legislation.  I  should  be  glad  to  appear 
before  your  committee  in  support  of  the  bill  and  to  make  any  further  explanations 
which  you  may  desire  relative  to  those  portions  of  the  bill  which  concern  the 
General  Accounting  Office  directly,  or  to  the  amendments  suggested  herein. 

Sincerely  yours, 


(Signed)  Lindsay  C.  Warren, 
Comptroller  General  of  the  United  States. 


Treasury  Department, 
Washington  25,  May  23,  1945. 

Hon.  Carter  Manasco, 

Chairman,  Committee  on  Expenditures  in  the  Executive  Departments, 

House  of  Representatives,  Washington  3,  D.  C. 

My  Dear  Mr.  Chairman:  You  have  requested  the  views  of  this  Department 
regarding  H.  R.  2177,  a  bill  to  provide  for  financial  control  of  Government 
corporations. 

The  provisions  of  the  bill  for  exercising  financial  control  over  the  corporations- 
involve  matters  with  which  the  Bureau  of  the  Budget  and  the  General  Accounting 
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Office  are  primarily  concerned.  The  Treasury  Department  is  in  agreement, 
however,  with  the  general  purposes  of  the  bill  as  it  embodies  features  of  certain 
of  the  recommendations  which  were  made  by  the  Secretary  of  the  Treasury 
several  years  ago  in  the  report  submitted  in  compliance  with  Senate  Resolution 
150  (76th  Cong.,  1st  sess.)  which  was  printed  as  Senate  Document  172  (76t,h 
Congress,  3d  sess.). 

The  Treasury  Department  agrees  that  the  provisions  of  the  bill  which  would 
require  approval  of  the  Secretary  of  the  Treasury  with  respect  to  the  issuance 
of  obligations  by  the  corporations  and  the  sale  or  purchase  by  the  corporations 
of  direct  obligations  of  tfce  United  States  and  obligations  guaranteed  by  the 
United  States,  are  desirable.  These  provisions  would,  in  effect,  restate  existing 
requirements  of  law  with  respect  to  approval  of  guaranteed -obligations  and  would 
formalize  arrangements  under  which  corporations  have  cooperated  with  the 
Treasury  in  the  issue  of  other  corporate  obligations.  It  has  thus  been  possible 
to  unify  the  financial  policy  of  the  Government. 

The  requirement  that  banking  or  checking  accounts  of  the  corporations  be  kept 
with  the  Treasurer  of  the  United  States,  or,  with  the  approval  of  the  Secretary, 
with  a  Federal  Reserve  bank,  or  with  a  designated  depositary  or  fiscal  agent  of  the 
United  States,  is  believed  also  to  be  consistent  with  good  fiscal  policy  and  should 
in  no  way  interfere  with  the  efficient  transaction  of  corporate  business. 

While  section  305  of  the  bill  provides  that  all  laws  and  parts  of  laws  in  conflict 
therewith  shall  be  repealed,  your  committee  may  wish  to  consider  the  desirability 
of  clarifying  this  section  since  there  are  existing  laws  requiring  appraisals  or  audits 
of  certain  Government  corporations  by  agencies  other  than  the  General  Account¬ 
ing  Office.  For  instance  under  the  act  of  March  8,  1938,  as  amended,  the  Secre¬ 
tary  of  the  Treasury  is  specifically  directed  to  make  an  annual  appraisal  of  assets 
and  liabilities  of  the  Commodity  Credit  Corporation  as  of  June  30  of  each  year  for 
the  purpose  of  determining  capital  impairment  or  surplus.  Other  instances  in 
which  there  might  be  uncertainty  as  to  whether  existing  provisions  of  law  would 
be  in  conflict  with  the  bill,  if  enacted,  arise  in  connection  with  present  requirements 
that  the  Farm  Credit  Administration  make  periodic  examinations  of  Federal  land 
banks  and  other  constituent  agencies  of  the  farm-credit  system,  and  that  the 
Federal  Home  Loan  Bank  Administration  audit  periodically  the  Federal  home- 
loan  banks. 

^  The  Department  will  be  pleased  to  furnish  any  additional  information  or  to 
render  any  assistance  which  your  committee  may  desire  in  connection  with  its 
consideration  of  the  pending  legislation. 

The  Department  has  been  advised  by  the  Bureau  of  the  Budget  that  there  is  no 
objection  to  the  submission  of  this  report  to  your  committee. 

Very  truly  yours, 

(Signed)  D.  W.  Bell, 

Acting  Secretary  of  theTreasury. 


DEPARTMENT  OF  AGRICULTURE, 

Washington,  May  28,  194-5. 

i  Hon.  Carter  Manasco, 

Chairman,  Committee  on  Expenditures  in  the  Executive  Departments, 

House  of  Representatives,  Washington,  D.  C. 

Dear  Mr.  Manasco:  Reference  is  made  to  your  letters  of  February  20 
requesting  comments  on  H.  R.  2177,  a  bill  to  provide  for  financial  control  of 
Government  corporations,  as  it  relates  to  the  corporations  with  v  hich  the  Depart¬ 
ment  of  Agriculture  is  concerned. 

All  of  the  corporations  with  which  the  Department  is  concerned  except  those 
within  the  War  Food  Administration  are  under  the  supervision  of  the  Farm 
Credit  Administration.  We  are  in  agreement  with  the  general  objectives  of  the 
bill  to  provide  adequate  controls  over  the  operations  of  Government  corporations. 
We  are  convinced,  however,  that  the  Congress  in  the  various  farm-credit  acts  has 
already  provided  for  such  controls  over  the  corporations  supervised  by  the  Farm 
Credit  Administration  and  that  the  inclusion  of  these  corporations  under  the 
provisions  of  H.  R.  2177  is  unnecessary  and  would  interfere  seriously,  through 
curtailment  of  essential  flexibility  of  operations,  in  carrying  out  the  objectives  for 
wffiich  these  institutions  were  created  by  the  Congress.  Each  of  these  corporations 
was  chartered  by  or  pursuant  to  specific  Federal  law’,  for  specific  purposes,  and 
their  supervision  and  operations  are  prescribed  by  law.  A  comprehensive  report 
of  the  financial  condition  and  operations  of  the  entire  farm-credit  system  is 
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submitted  to  the  Congress  annually.  Audits  are  made  by  farm-credit  examiners 
who  are  Federal  officials  responsible  directly  to  the  Governor  of  the  Farm  Credit 
Administration  and  the  audits  are  entirely  independent  of  any  control  by  the  cor¬ 
porations.  An  investigation  of  the  stewardship  of  the  Farm  Credit  Administra¬ 
tion  in  the  discharge  of  the  supervisory  responsibility  placed  upon  it  by  the 
Congress  will  reveal  that  the  Farm' Credit  Administration  is  already  maintaining 
adequate  budgetary  controls;  careful,  thorough,  and  independent  audits;  and  all 
other  procedures  necessary  to  protect  the  interest  of  the  Government. 

It  is  with  these  ideas  in  mind  that  attention  is  directed  to  the  serious  effect  that 
the  provisions  of  this  bill  will  have  on  the  operations  of  the  following  banks  and 
corporations: 

The  12  Federal  land  banks  which  were  incorporated  under  the  Federal  Farm 
Loan  Act,  passed  in  1916.  They  make  long-term  mortgage  loans  on  farm  real 
estate  through  the  national  farm-loan  associations,  which  are  cooperatives  owned 
by  and  composed  of  borrowers  from  the  banks.  All  of  these  Federal  land  banks 
are  at  least  partly  owned  by  the  associations,  and  in  three  of  the  banks  the  Gov¬ 
ernment  has  no  capital  or  paid-in  surplus  at  all.  By  July  1946,  according  to  the 
present  program,  all  of  the  banks  except  one  will  have  repaid  all  Government 
capital  and  paid-in  surplus.  v  They  obtain  funds  with  which  to  make  loans  through 
the  sale  to  the  investing  public  of  bonds  which  are  not  guaranteed  by  the  United 
States  Government. 

2.  The  Federal  Farm  Mortgage  Corporation,  a  wholly  owned  Government 
corporation  created  by  an  act  of  Congress  in  1934,  which  makes  long-term  mort¬ 
gage  loans  on  farm  real  estate,  largely  supplementing  credit  extended  by  the 
Federal  land  banks.  In  order  to  avoid  duplication  of  services,  these  loans  are 
made  through  the  use  of  the  facilities  of  the  Federal  land-bank  system.  The 
Corporation  also  serves  as  an  additional  source  of  funds  for  the  Federal  land  banks 
and  is  authorized  to  issue  bonds  whUh  are  guaranteed  by  the  United  States. 

3.  The  12  regional  banks  for  cooperatives  and  the  Central  Bank  for  Coopera¬ 
tives,  which  were  organized  under  an  act  of  Congress  in  1933.  They  extend 
credit  to  farmers’  cooperative  associations  and  are  partly  owned  by  the  associa¬ 
tions.  Most  of  the  capital  of  these  institutions,  however,  has  been  subscribed  by 
the  Federal  Government.  Other  funds  are  obtained  for  lending  purposes  from 
the  intermediate  credit  banks  and  commercial  banks. 

4.  The  12  Federal  intermediate  credit  banks,  which  are  wholly  owned  Govern¬ 
ment  corporations  organized  under  an  act  of  Congress  in  1923,  and  are  chiefly 
banks  of  discount  for  short-  and  intermediate-term  agricultural  paper.  They 
obtain  funds  for  lending  purposes  through  the  sale  to  the  investing  public  of 
consolidated  debentures  which  are  not  guaranteed  by  the  United  States. 

5.  The  12  production  credit  corporations,  which  are  wholly  owned  Government 
corporations  organized  under  an  act  of  Congress  in  1933,,  and  which  capitalize 
in. part  and  supervise  the  514  production-credit  associations,  which  supply  short¬ 
term  credit  to  farmers.  The  associations  are  composed  of  farmer-borrowers  and 
the  capital  is  partly  owned  by  the  members.  The  associations  obtain  practically 
all  of  their  lending  funds  from  intermediate  credit  banks. 

6.  The  Regional  Agricultural  Credit  Corporation  of  Washington,  which  is  a 
wholly  owned  Government  corporation.  It  makes  loans  of  an  emergency  char¬ 
acter  to  farmers  and  stockmen  in  areas  which  meet  the  conditions  prescribed  in 
annual  appropriation  acts. 

Congress  created  the  farm  credit  system  to  assist  in  promoting  a  sound,  con¬ 
structive,  and  coordinated  Nation-wide  service  of  cooperative  credit  in  response 
to  the  needs  of  agriculture,  and  the  Farm  Credit  Administration  was  created  as  a 
supervisory  agency  to  safeguard  the  Government’s  investment  in  the  banks  and 
corporations  of  the  system,  as  well  as  to  protect  the  interest  of  investors  in  their 
securities.  In  general,  it  is  the  function  of  the  Farm  Credit  Administration, 
under  the  specific  authorities  granted  by  Congress  and  the  general  supervision 
of  the  Secretary  of  Agriculture,  to  provide  expert  specialized  supervision  of 
all  institutions  of  the  farm-credit  system,  including  at  least  annual  audits  and 
examinations  by  farm-credit  examiners.  It  is  evident  in  the  legislation  creating 
and  providing  for  financial  support  of  the  banks  and  corporations  that  Congress 
intended  to  assist  agriculture  in  establishing  its  own  permanent  cooperative  credit 
system  to  obtain  its  funds  mostly  from  private  sources,  and  to  be  operated  under 
Federal  charter  and  broad  general  supervision,  but  with  the  highest  degree  of 
local  authority  and  responsibility  consistent  with  the  public  interest.  The  cor¬ 
porate  form  of  organization  was  selected  because  it  was  recognized  as  the  most 
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effective  instrument  for  handling  business  transactions*  in  a  highly  specialized 
field  and  afforded  the  best  legal  means  by  which  local  authority  and  responsibility 
could  be  exercised  in  a  cooperative  credit  system 

It  is  significant  to  note  that,  with  three  exceptions,  all  farm-credit  corporations 
affected  by  this  bill  operate  under  local  boards  of  directors,  and  the  majority  of 
the  members  of  each  such  board  are  elected  or  nominated  by  credit  or  other 
cooperative  associations,  controlled  by  farmer  members,  who  have  a  direct 
financial  interest  in  their  local  associations,  and  through  them  a  financial  interest 
in  the  farm-credit  system. 

The  budget  provisions  of  the  bill  apply  only  to  wholly  owned  Government 
corporations  and  would  have  their  most  serious  impact  on  the  Federal  inter¬ 
mediate  credit  banks,  the  production  credit  corporations,  and  the  Federal  Farm 
Mortgage  Corporation,  in  application  to  their  operations,  as  distinguished  from 
administrative  expenses.  To  subject  the  operations  of  these  institutions  to 
restrictions  and  limitations,  both  as  to  scope  and  as  to  the  amount  of  money  that 
may  be-employed,  would  be  decidedly  at  variance  with  the  purposes  to  be  achieved 
as  indicated  by  the  express  provisions  of  the  laws  creating  these  institutions  and 
defining  the  credit  needs  to  be  served  and  their  lending  authority.  The  other 
institutions,  which  rely  on  these  wholly  owned  Government  corporations  as 
sources  of  funds,  also  will  be  affected  in  their  operations. 

The  system  is  not  designed  to  carry  out  programs  the  scope  of  which  can  be 
determined  in  advance,  neither  are  the  credit  operations  in  any  way  related  to 
fiscal  years.  With  respect  to  the  budgeting  of  lending  and  borrowing  activities,, 
experience  has  clearly  demonstrated  that  changes  in  the  volume  of  crop  and  live¬ 
stock  production  and  marketing,  fluctuation  in  market  prices,  and  other  factors 
cause  wide  variations  in  the  volume  of  credit  required  and  the  time  and  rate  of 
repayment.  Emergencies  created  by  drought,  flood,  disease,  pests  affecting 
animals  or  crops,  and  other  uncontrollable  hazards  develop  without -warning  and 
require  immediate  and  adequate  credit  facilities.  In  addition,  the  initiative  in 
offering  paper  to  the  banks  for  discount  rests  with  the  primary  lenders  and  is 
governed  largely  by  the  varying  needs  of  farmers  and  stockmen  whom  they  serve. 
Accordingly,  to  place  a  specific  dollar  limitation  on  the  services  which  the  corpo¬ 
rations  can  render  in  a  particular  fiscal  year  does  not  appear  to  be  consistent  with 
their  functions  and  might  seriously  impede  their  services  to  farmers.  Moreover, 
unless  a  farmer  can  rely  upon  the  ability  of  the  Federal  intermediate  credit  banks 
to  continue  disbursements  beyond  June  30,  he  cannot,  with  any  degree  of  confi¬ 
dence,  undertake  farming  operations  commencing  in  one  fiscal  year  and  ending  in 
another.  When  borrowings  by  these  banks  necessitate  issuance  of  consolidated 
debentures  with  maturities  beyond  the  current  fiscal  year  the  question  will  arise 
in  the  minds  of  investors  in  such  debentures  as  to  what  assurance  they  have  of  the 
ability  of  the  banks  to  service  the  collateral  that  secures  such  debentures  in  the 
event  that  Congress  should  fail  to  provide  authority  for  the  banks  to  do  so. 

The  wholly  owned  Governmentr  corporations  now  prepare  and  submit  annual 
estimates  of  administrative  expenditures  to  the  Bureau  of  the  Budget  and  are 
limited  to  the  total  approved  for  each  group  type,  but  it  must  be  remembered 
that  such  expenses  necessarily  are  affected  by  the  volume  of  business  and  the 
extent  of  the  corporations’  services.  Because  of  these  contingencies,  it  is  essential 
that  the  district  units  continue  to  have  a  maximum  degree  of  flexibility  in  matters 
pertaining  to  administrative  expenses,  which  they  can  now  obtain  with  little 
delay,  by  justifying  to  the  Bureau  of  the  Budget.  Similar  quick  clearance  would 
not  be  possible  under  established  procedures  for  obtaining  congressional  action 
and  approval. 

Both  as  to  wholly  owned  Government  corporations  and  mixed-ownership 
corporations  the  bill  would  provide  that  no  additional  Government  capital  or 
paid-in  surplus  may  be  subscribed  except  pursuant  to  a  specific  appropriation 
hereafter  made.  There  are  several  revolving  funds  now  available  for  subscrip¬ 
tions  of  this  character.  Their  availability  to  the  corporations  is  already  subject 
to  approval  of  the  Farm  Credit  Administration,  and  in  some  instances  the  Secre¬ 
tary  of  the  Treasury,  and  the  bill  would  add  the  further  requirement  of  specific 
congressional  action  in  each  instance  before  any  further  subscription  could  be 
made.  The  revolving  funds  have  been  created  and  maintained  with  specific 
relation  to  the  needs  of  these  institutions  and  to  a  substantial  extent  their  avail¬ 
ability  is  material  in  regard  to  the  ability  of  the  institutions  to  sell  to  the  investing 
public  at  the  most-favorable-rates  securities  which  are  not  guaranteed  by  the 
Government.  This  added  requirement  would,  in  effect,  destroy  the  revolving 
character  of  these  funds. 
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The  provisions  of  section  104  dealing  with  the  adjustment  and  settlement  of 
claims  and  accounts  relating  to  administrative  expenses  by  the  General  Accounting 
Office  appear  incompatible  with  the  operations  of  a  corporate  form  of  organization 
and  inconsistent  with  the  duties  and  responsibilities  vested  by  law  in  the  boards  of 
directors,  especially  the  district  boards.  The  net  result  would  be  to  remove 
from  these  boards  the  authority  for  effective  administration,  but  to  hold  them 
responsible  for  the  operations  of  the  corporation. 

The  financial  transactions  of  the  wholly  owned  Government  corporations  are 
now  subject  to  audit  by  the  General  Accounting  Office,  pursuant  to  Public  Law 
No.  4,  Seventy-ninth  Congress.  In  support  of  the  view  that  audit  by  the  General 
Accounting  Office  of  Government  corporations  under  Public  Law  No.  4  is  limited 
to  wholly  Government-owned  corporations,  attention  is  invited  to  the  debate  in 
the  House  when  this  bill  was  under  discussion  (Congressional  Record,  February 
15,  1945,  p.  1180).  With  regard  to  sections  105  and  201  of  H.  R.  2177,  which 
provide  that  the  financial  transactions  of  Government  corporations  shall  be  audited 
by  the  General  Accounting  Office,  all  corporations  under  the  supervision  of  the 
Farm  Credit  Administration  are  now  audited  by  Farm  Credit  examiners  as 
required  bv  law.  These  audits  furnish  information  which  is  vital  to  the  supervisory 
responsibility  of  the  Farm  Credit  Administration.  These  examiners  are  public 
officials  and  section  952,  title  12,  United  States  Code,  provides  that  “Farm  Credit 
examiners  shall  be  subject  to  the  same  requirements,  responsibilities,  and  penalties 
as  are  applicable  to  national  bank  examiners  under  chapters  2  and  3  of  this  title  and 
other  provisions  of  law.’’ 

In  its  supervision  and  examination  of  the  Farm  Credit  district  institutions,  the 
Farm  Credit  Administration  is  in  a  position  similar  to  that  of  the  Comptroller  of 
the  Currency  in  his  relation  to  national  banks.  The  Comptroller  has  general 
supervision  over  all  national  banks  in  operation,  the  organization  or  consolidation 
of  national  banks,  conversion  of  State  banks  into  national,  supervision  over  other 
banks  and  trust  companies  and  certain  building  and  loan  associations,  etc.,  and  is 
responsible  for  the  preparation  of  an  annual  report  to  Congress  on  the  status  of 
national  banks.  As  provided  by  law  the  office  of  the  Comptroller  of  the  Currency 
maintains  a  staff  of  examiners  who  make  regular  examinations  of  all  national 
banks,  reporting  on  their  condition  and  compliance  with  the  provisions  of  law. 
It  is  apparent,  therefore,  that  the  functions  of  the  Farm  Credit  Administration 
and  its  examiners  are  similar  to  those  of  the  Comptroller  of  the  Currency  and 
national-bank  examiners  in  connection  with  their  general  supervisory  and  examin¬ 
ation  activities.  All  examinations  are  independent  audits,  insofar  as  control  of 
the  individual  bank  or  corporation  is  concerned,  and  the  examiners  are  responsible 
directly  to  the  Governor  of  the  Farm  Credit  Administration.  Attention  is  directed 
to  the  duplication  of  expense  which  would  be  involved  in  making  two  separate 
and  distinct  audits.  If  it  is  considered  advisable,  provision  might  be  made  for  the 
General  Accounting  Office  to  review  the  scope  of  examinations  by  the  Farm 
Credit  examiners  and  to  make  recommendations  in  regard  to  the  extension  of 
their  scope. 

The  requirement  of  the  bill  that  the  Treasury  Department  approve  the  depos¬ 
itaries  of  all  Government  corporations,  including  mixed-ownership  corporations 
(apparently  even  those  in  which  the  Government  has  no  capital  investment  at 
the  time),  would  seriously  disturb  the  normal  functioning  of  the  Farm  Credit 
district  institutions.  The  directors  of  these  institutions  select  local  depositaries 
according  to  convenience  and  to  some  extent  according  to  the  business  benefits  in 
connection  with  short-term  borrowings  at  more  favorable  interest  rates,  which 
may  be  expected  to  result  by  reason  of  the  use  of  particular  depositaries.  The 
selection  of  depositaries  is,  of  course,  subject  to  the  general  supervisory  authority 
of  the  Farm  Credit  Administration.  This  provision  of  the  bill  would  remove  from 
the  district  Farm  Credit  boards  and  the  Farm  Credit  Administration  all  authority 
with  respect  to  the  establishment  and  maintenance  of  banking  and  checking  ac¬ 
counts  which  they  may  deem  necessary  or  appropriate  in  the  operations  of  the 
institutions  for  which  they  are  primarily  responsible. 

Section  303  (a)  would  make  all  bonds,  notes,  debentures,  and  similar  obliga¬ 
tions  issued  by  wholly  owned  and  mixed  ownership  Government  corporations 
subject  to  complete  control  by  the  Secretary  of  the  Treasury.  The  Federal  Farm 
Loan  Act  places  authority  and  responsibility  for  the  issuance  of  bonds  and  deben¬ 
tures  upon  the  banks,  including  their  boards  of  directors;  upon  the  bond  committee 
and  in  the  case  of  the  Federal  land  banks  and  the  debenture  committee  in  the  case 
of  the  Federal  intermediate  credit  banks;  and  upon  the  Farm  Credit  Administra¬ 
tion,  particularly  the  Governor,  the  Land  Bank  Commissioner,  and  tire  Inter¬ 
mediate  Credit  Commissioner.  The  borrowing  of  money  and  the  issuance  of 
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bonds  and  debentures  are  determined  in  the  first  instance  by  the  district  institu¬ 
tions,  which  are  in  close  daily  touch  with  current  developments  and  the  demands 
for  credit  in  their  own  districts.  The  Farm  Credit  Administration  confers  and 
will  continue  to  confer  with  the  Treasury  Department  concerning  each  contem¬ 
plated  issue  of  bonds  and  debentures,  but  deems  it  inadvisable  that  the  statutes  be 
amended  to  add  the  requirement  of  Treasury  approval  of  all  issues.  The  limita¬ 
tions  and  restrictions  of  this  subsection  would  also  apply  to  “notes,”  which  ap¬ 
parently  would  include  obligations  issued  by  the  banks  of  the  system  in  connec¬ 
tion  with  temporary  borrowings  from  commercial  banks.  The  district  units  find 
it  both  advantageous  and  necessary  to  borrow  money  locally  to  meet  unforeseen 
needs  for  loan  funds.  Unexpected  demands  arise  frequently  and  must  be  met  on 
short  notice  and  such  transactions  are  now  financed  economically  through  short¬ 
term  borrowings  and  obviate  the  necessity  for  carrying  excessive  cash  balances  in 
order  to  provide  funds  for  contingencies  which  cannot  be  anticipated.  Obviously, 
if  all  such  borrowings  must  be  cleared  through  the  Secretary  of  the  Treasury,  in¬ 
evitable  delays  and  added  expense  will  occur. 

Section  303  (b)  would  prohibit,  except  with  the  approval  of  the  Secretary  of  the 
Treasury,  the  purchase  of  any  obligation  of  the  United  States  by  any  wholly  owned 
or  mixed  ownership  Government  corporation  or  the  sale  of  any  such  obligation 
owned  or  held  by  such  corporation.  The  ownership  by  the  banks  and  corporations 
of  obligations  of  the  United  States  represents  an  important  element  of  financial 
strength  and  affords  a  degree  of  stability  and  diversification  of  assets  which  could 
be  achieved  in  no  other  way.  For  example,  the  Federal  land  banks  are  required 
by  statute  to  maintain  at  least  5  percent  of  their  capital  paid  in  by  national  farm 
loan  associations  in  United  States  obligations,  and  the  production  credit  corpo¬ 
rations’  investments  in  Government  obligations  constitute  the  principal  source 
of  income  to  meet  operating  expenses.  The  purchase  and  sale  of  all  securities  in 
the  money  markets  by  the  district  units  now  require  prior  approval  of  the  Farm 
Credit  Administration,  which  consults  and  cooperates  with  the  Treasury  Depart¬ 
ment.  This  section,  as  worded,  might  be  applied  to  sales  for  a  pledgor  of  obliga¬ 
tions  which  are  held  as  collateral  security  for  outstanding  loans  and  discounts.  In 
the  ordinary  course  of  business,  transactions  in  these  securities  are  the  result  of 
requests  by  the  owners  of  such  securities,  and  it  would  appear  that  neither  the 
Secretary  of  the  Treasury  nor  the  Farm  Credit  Administration  should  assume  the 
risk  of  loss  to  third  parties  which  might  result  from  delays  in  handling  such  trans¬ 
actions  affecting  collateral  security  owned  and  pledged  by  borrowers. 

Section  304  (a)  provides  that  no  corporation  shall  be  created  hereafter  by  any 
officer  or  agency  of  the  Federal  Government  or  by  any  Government  corporation, 
except  by  direct  congressional  action  or  pursuant  to  act  of  Congress  specifically 
authorizing  the  creation  of  such  corporation.  The  Federal  Farm  Loan  Act 
provides  that  corporations  to  be  known  as  national  farm  loan  associations  may 
be  organized  by  10  or  more  persons  desiring  to  borrow  from  a  Federal  land  bank 
and  specifically  authorizes  the  Farm  Credit  Administration  to  grant  charters  to 
such  associations.  Under  somewhat  similar  circumstances,  charters  are  granted 
to  production  credit  associations.  It  is  assumed  that  it  is  not  intended  to  repeal 
these  laws,  but  the  language  of  the  bill  might  be  so  construed. 

Attention  is  directed  to  the  fact  that,  based  on  their  present  status,  51  cor¬ 
porations  under  the  supervision  of  the  Farm  Credit  Administration  would  appar¬ 
ently  come  within  the  provisions  of  title  III  of  this  bill,  26  would  be  subject  to 
title  I,  and  22  would  be  subject  to  title  II.  Three  of  the  mixed-ownership  cor¬ 
porations  would  not  come  within  title  II  because  they  have  repaid  all  Government 
..capital  and  it  is  expected  that  8  others  will  be  placed  in  the  latter  category  by 
June  30,  1946.  These  corporations  together  form  a  well  integrated  and  coordi¬ 
nated  system  of  cooperative  agricultural  credit.  An  excellent  example  is  the 
benefit  which  has  been  obtained  through  the  issuance  of  consolidated  bonds  and 
debentures  by  the  land  banks  and  intermediate  credit  banks  (none  of  which 
bonds  and  debentures  are  guaranteed  by  the  United  States  as  to  either  principal 
or  interest),  each  participating  bank  being  jointly  and  severally  liable.  It  is 
inevitable  that  the  imposition  of  additional  restrictions,  the  division  of  authority 
and  control,  and  the  necessity  for  providing  supervision  and  regulations  for  cor¬ 
porations  operating  under  different  titles  of  the  bill  would  not  only  result  in  du¬ 
plication  of  effort,  but  would  increase  administrative  costs  without  commensurate 
benefit. 

While  agricultural  and  other  credit  is  now  readily  available  from  many  sources, 
it  must  be  expected  that  with  changing  conditions  there  will  continue  td  be  the 
need  for  a  source  which  is  available  in  bad  times  as  well  as  in  good.  There  are 
several  factors  which  could  cause  credit  to  flow  away  from  agriculture:  (1)  a  brisk 
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reconstruction  boom  in  industry,  (2)  a  decline  in  the  volume  of  agricultural  prod¬ 
ucts  for  which  there  is  a  market,  (3)  a  sharp  decline  in  the  prices  for  agricultural 
commodities,  or  (4)  a  recession  in  both  agricultural  and  industrial  production  and 
income.  Agriculture  has  as  important  and  as  a  difficult  job  in  reconversion  as 
has  industry.  There  is  not  the  backlog  of  demand  for  agricultural  products  after 
the  war  and  rehabilitation  period  is  over  that  there  is  for  industrial  products. 
The  agricultural  plant  is  already  expanded  to  meet  war  conditions  and  the  situa¬ 
tion  is  unlike  that  in  industry,  where  there  is  a  great  demand  for  almost  all  the 
products  of  industry  we  can  mention.  The  present  land  boom  will  certainly  not 
make  the  credit  problem  any  easier.  In  such  circumstances,  the  flexible  credit 
facilities  now  afforded  by  the  Farm  Credit  institutions  on  the  ground,  as  provided 
in  existing  Farm  Credit  legislation,  should  be  retained  in  order  to  meet  promptly 
the  fluctuating  legitimate  credit  needs  of  farmers,  and  to  minimize  the  economic 
disturbances  which  frequently  occur  in  the  field  of  agriculture. 

The  proposed  legislation  involves  far  more  than  budget  controls,  audits  by  the 
General  Accounting  Office,  and  various  other  regulations.  This  bill  will  impose 
additional  procedures,  limitations,  and  audits  and  would  take  away  from  the 
local  institutions  certain  controls  and  place  them  in  three  additional  Government 
offices,  to  all  of  which  the  local  institutions  will  then  be  subject.  We  believe  the 
establishment  of  these  multiple  controls  in  three  additional  Government  agencies 
will  discourage  farmers  from  taking  a  proprietary  interest  in  their  cooperative 
credit  enterprises. 

The  boards  of  directors  and  officials  of  the  12  Farm  Credit  districts  have 
thoroughly  reviewed  the  provisions  of  this  bill  and  are  in  agreement  with  the 
statements  contained  in  this  letter  as  to  the  effect  of  its  enactment  on  the  opera¬ 
tions  of  the  corporations  with  which  they  are  concerned. 

For  the  reasons  set  forth  above,  it  is  recommended  that  all  of  the  Farm  Credit 
corporations  be  excluded  from  the  provisions  of  H.  It.  2177. 

We  appreciate  the  opportunity  of  presenting  our  views  on  this  bill.  Repre¬ 
sentatives  of  the  Farm  Credit  Administration  and  of  the  corporations  which  it 
supervises  would  be  glad  to  appear  before  the  committee,  and  we  shall  be  glad 
to  furnish  any  additional  information  which  you  may  require. 

The  Bureau  of  the  Budget  advises  that  “while  there  would  be  no  objection  to 
the  submission  of  such  report  to  the  committee  as  you  may  deem  appropriate, 
the  enactment  of  legislation  which  would  accomplish  the  objectives  of  the  bill, 
H.  R.  2177,  including  its  budgetary  objectives,  would  be  in  accord  with  the  pro¬ 
gram  of  the  President.” 

Sincerely  vours, 


(Signed)  Grover  B.  Hill, 

Acting  Secretary. 


War  Food  Administration, 

•  Washington  25,  May  25,  1945. 

Hon.  Carter  ManasCo, 

Chairman,  Committee  on  Expenditures  in  the  Executive  Departments, 

House  of  Representatives. 

Dear  Mr.  Manasco:  Reference  is  made  to  your  letter  of  February  20  re¬ 
questing  comments  on  H.  R.  2177,  a  bill  to  provide  for  financial  control  of  Gov¬ 
ernment  corporations  as  it  relates  to  the  Commodity  Credit  Corporation,  the 
Federal  Crop  Insurance  Corporation,  the  Federal  Surplus  Commodities  Cor¬ 
poration,  and  the  Farmers’  Home  Corporation. 

In  my  opinion,  the  objectives  of  this  bill  are  commendable.  I  am  in  favor  of 
adequate  control  over  the  operations  of  Government  corporations  to  insure  that 
their  activities  -will  be  in  complete  accord  with  the  mandates  and  policies  of  the 
Congress  and  will  not  conflict  with  or  duplicate  the  activities  of  other  Govern¬ 
ment  agencies  or  corporations.  On  the  other  hand,  I  do  not  believe  that  legisla¬ 
tion  providing  for  financial  control  of  these  corporations  should  be  of  such  a 
nature  that  it  would  seriously  interrupt  and  restrict  the  objectives  for  which 
the  corporations  were  created.  The  objectives  and  operations  of  the  Com- 
modity  Credit  Corporation  and  the  Federal  Crop  Insurance  Corporation  would 
be  vitally  affected  by  certain  budget  provisions  of  this  bill  for  the  reasons  set 
forth  in  the  following  paragraphs. 

There  is  no  question  in  regard  to  the  application  of  the  budget  provisions  to 
administrative  expenses  as  this  wTould  require  no  change  in  present  procedures. 
However,  the  provisions  of  the  bill  which  require  each  wholly  owned  Government 
corporation  to  prepare  annually  a  budget  program  covering  all  operations  for 
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the  ensuing  fiscal  year  and  which  prohibit  the  transaction  of  any  business  in 
any  fiscal  year,  except  such  business  as  is  authorized  by  act  of  Congress  as  a  part 
of  its  budget  program,  would  seriously  interfere  with  the  basic  public  needs 
served  by  these  corporations  and  with  their  effective  administration  and  operations. 

The  Commodity  Credit  Corporation  is  engaged  primarily  in  carrying  out  price 
support  programs  through  loans  which  are  mandatory  by  law  at  a  specified  rate 
on  the  six  basic  commodities  and  by  lending  and  purchasing  operations  for  other 
commodities  in  conformity  with  congressional  policy.  The  very  nature  of  these 
programs  is  such  that  the  extent  to  which  they  are  utilized  is  determined  by  vari¬ 
ous  factors  entirely  beyond  the  control  of  this  Corporation.  Such  factors  include 
size  of  the  various  crops  involved,  market  conditions,  prices,  the  quality  of  the 
various  crops,  weather  conditions,  and  the  war  and  postwar  developments. 

The  Congress  has  and  now  exercises  several  means  of  examining  and  reviewing 
the'  activities  and  plans  of  the  Commodity  Credit  Corporation.  The  Corpora¬ 
tion’s  activities  and  plans  are  reviewed  annually  when  consideration  is  given  by 
the  Congress  to  the  annual  appropriation  for  administrative  expenses  of  the  Cor¬ 
poration,  as  is  already  required  by  law  (15  U.  S.  C.  712a).  Moreover,  the  Cor¬ 
poration  appears  at  least  every  2  years  before  the  Congress  in  connection  with  the 
extension  of  its  life  as  an  agency  of  the  United  States.  Further,  Congress  reviews 
and  examines  the  Corporation’s  activities  and  plans  when  the  Corporation’s 
borrowing  power  is  determined  and  when  appropriations  are  requested,  pursuant 
to  the  act  of  March  8,  1938,  as  amended,  to  restore  any  capital  impairment. 
Under  the  present  law  (Public  Law  No.  30,  79th  Cong.)  general  limitations  have 
been  placed  by  Congress  on  subsidy  payments  or  losses  and  other  operations  must, 
of  necessity,  be  restricted  to  the  present  capital  structure.  It  is  apparent,  there¬ 
fore,  that  Congress  now  exercises  complete  financial  control  over  this  Corporation 
but  at  the  same1  time  has  allowed  a  necessary  flexibility  in  operations  which  this 
bill  will  nullify.  It  is  impracticable  to  budget  the  financial  requirements  of  each 
individual  program,  and  impossible  to  foresee  the  type  of  program  or  operation 
which  the  Corporation  will  be  required  to  foster  in  order  to  carry  out  the  man¬ 
dates  of  the  Congress.  In  this  connection,  attention  is  invited  to  the  following 
statement  of  the  Banking  and  Currency  Committee  of  the  House  of  Representa¬ 
tives:  “Flexibility  in  operations,  an  essential  attribute  of  the  corporation  form  of 
organization,  is  indispensable  to  the  accomplishment  of  the  functions  and  objec¬ 
tives  for  which  Congress  has  directed  that  the  Commodity  Credit  Corporation  be 
employed”  (H.  Rept.  No.  846,  78th  Cong.). 

The  Federal  Crop  Insurance  Corporation  was  created  by  Congress  to  insure 
farmers  against  crop  losses  due  to  unavoidable  causes.  This  insurance  is  pro¬ 
vided  at  the  lowest  possible  premium  cost  to  farmers  after  allowing  for  the  pay¬ 
ment  of  indemnities  and  the  establishment  of  adequate  reserves.  The  success 
of  this  program  depends  upon  extensive  participation  by  farmers  and  we  believe 
that  such  participation  in  large  part  is  dependent  upon  the  confidence  of  the 
insured  that  prompt  indemnification  for  losses  will  be  made.  It  is  apparent 
that  there  are  many  essential  factors  affecting  operations  which  are  beyond  the 
control  of  this  Corporation,  such  as  the  farmers’  participation  in  the  insurance 
programs,  the  amount  of  income  from  premiums,  the  amount  of  claims  for 
indemnity,  and  various  market  prices. 

The  Federal  Crop  Insurance  Corporation  has  an  authorized  capital  stock  of 
$100,000,000  to  be  subscribed  by  the  United  States  of  America  (7  U.  S.  C.  1504) 
and  the  crop  insurance  activities  of  the  Corporation  are  well  defined  by  law. 
Specific  appropriations  are  made  by  the  Congress,  through  the  regular  Federal 
budget  and  legislative  process,  to  enable  the  Secretary  of  the  Treasury  to  sub¬ 
scribe  and  pay  for  the  capital  stock  of  the  Corporation.  Public  Law  551,  Seventy- 
eighth  Congress,  authorized  general  insurance  programs  for  producers  of  wheat, 
cotton,  and  flax,  beginning  with  the  crops  planted  for  harvest  in  1945,  and  experi¬ 
mental  programs  on  corn  and  tobacco  in  1945  and  on  not  more  than  three  addi¬ 
tional  crops  for  each  year  after  1945.  In  order  to  implement  this  law,  and  after 
a  thorough  analysis  of  the  operations  of  the  Corporation  and  its  capital  fund 
requirements,  the  Congress  appropriated  $30,000,000  for  the  purchase  of  capital 
stock  by  the  Secretary  of  the  Treasury  (Public  Law  40,  79th  Cong.).  1  he 
activities  and  operations  of  this  Corporation  are  reviewed  annually  in  connection 
with  appropriations  for  administrative  expenses,  which  also  are  provided  through 
the  regular  budget  process.  It  is  apparent,  therefore,  that  under  the  present 
law,  Congress  now  exercises  financial  control  over  this  Corporation  and  to  place 
dollar  limitations  on  any  of  its  various  specific  insurance  programs  for  any  partic¬ 
ular  fiscal  year  would  defeat  the  purposes  for  which  the  Corporation  was  created. 
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If  the  regular  budget  procedures  were  followed,  this  hill  would  require  these 
corporations  to  operate,  strictly  and  literally,  on  the  basis  of  budget  estimates 
prepared  approximately  18  months  in  advance.  V  e  would  like  to  emphasize  the 
fact  that  the  programs  of  these  corporations  are  primarily  related  to  particular 
crops  of  agricultural  commodities  and  variations  in  the  price  structure  and  other 
phases  of  the  economic  situation.  Thus,  budget  estimates  on  a  fiscal-  or  calendar- 
year  basis  would  be  unworkable.  It  is  obvious  that  the  preparation  of  budget  esti¬ 
mates  for  such  operations  is  extremely  hazardous,  even  showing  for  maximum 
latitude  in  the  preparation  of  the  budget  and,  under  such  conditions,  we  seriously 
question  the  value  or  reliability  of  such  information  as  a  basis  for  advance  legisla¬ 
tive  determination  by"  individual,  specific  programs.  Recognition  of  these 
variables  unquestionably  is  the  basis  upon  which  the  Congress  has  wisely  author¬ 
ized  the  Commodity  Credit  and  Crop  Insurance  Corporations  to  operate  in  a 
competent  manner  to  accomplish  the  statutory  objectives  with  which  they  have 
been  entrusted,  within  a  framework  of  continuing  legislative  control  and  review. 

The  audit  provisions  of  H.  R.  2177  were  apparentlv  patterned  very  closely  after 
those  in  section  3  of  Public  Law  240,  Seventy-eighth  Congress,  as  well  as  those 
in  section  5  of  Public  Law  4,  Seventy-ninth  Con?  ress,  which  provide  for  a 
commercial  type  auffit  by  the  General  Accounting  Office.  The  commercial  type 
audit  for  which  Public  Law  240  already  provides  and  ior  which  H.  R.  2177  would 
provide  is  described  in  some  detail  in  House  Report  846,  dated  November  8,  1943, 
on  H.  R.  3477.  It  is  assumed  that  any  audits  carried  out  under  the  provisions  of 
H.  R.  2177  would  be  in  accordance  with  the  concept  of  the  commercial  type  audit 
that  is  reflected  in  House  Report  846.  Section  513  of  the  Federal  Crop  insurance 
Act  which  authorizes  an  audit  of  the  Federal  Crop  Insurance  Corporation  by  the 
General  Accounting  Office  contains  a  provision  which  requires  the  Comptroller 
General  to  submit  his  report  to  the  Corporation  prior  to  the  time  that  it  is  for¬ 
warded  to  Congress.  This  provision  has  the  effect  of  giving  this  Corporation  an 
opportunity  to  review,  explain,  and  take  prompt  necessary  corrective  action  in 
connection  with  matters  reported  by  the  Comptroller  General.  In  all  fairness  to 
the  corporations  and  the  General  Accounting  Office  and  to  insure  a  complete  and 
accurate  report  to  the  Congress,  it  is  recommended  that  your  committee  give  con¬ 
sideration  to  the  inclusion  oj:  similar  provisions  in  H.  R.  2177. 

The  other  provisions  of  the  bill  dealing  with  additional  capital  or  surplus, 
banking  and  checking  accounts,  issuance  of  bonds  and  other  obligations,  and  the 
purchase  and  sale  cf  United  States  obligations  would  require  no  changes  in  the 
corporations’  present  methods  of  operation.  The  congressional  policy  with 
respeco  to  the  basis  for  making  the  annual  determination  of  the  Commodity 
Credit  Corporation’s  net  worth  and  with  respect  to  the  restoration  of  capital 
impairment  or  payments  to  the  Treasury  is  already  stated  in  the  act  of  March  8, 
1938,- as  amended  (52  Stat.  107).  It  is  assumed  that  the  general  provisions  of 
H.  R.  2177,  in  regard  to  these  matters  are  not  intended  to  affect  the  provisions  of 
the  act  of  March  8,  1938,  as  amended,  which  apply  specifically  to  the  Commodity 
Credit  Corporation. 

There  is  attached  a  letter  from  the  Commodity  Credit  Corporation,  in  which  is 
outlined  more  fully  the  effects  that  enactment-  of  H.  R.  2177  will  have  on  the 
operations  .of  that  Corporation. 

In  summary,  we  believe  that  insofar  as  the  program  operations  (as  distinguished 
from  administrative  expenses)  of  the  Commodity  Credit  and  the  Federal  Crop 
Insurance  Corporations  are  concerned  the  budget  provisions  of  this  bill  are  un¬ 
necessary  and  unworkable.  The  other  provisions  of  the  bill,  relating  to  audit, 
bank  accounts,  securities,  etc.;  would  not  materially  affect  these  corporations. 

The  AA  ar  Food' Administration  has  been  advised  by  the  Bureau  of  the  Budget 
that  while  there  would  be  no  objection  to  the  submission  of  such  report  to  the 
committee  as  it  may  deem  appropriate,  the  enactment  of  legislation  which  would 
accomplish  the  objectives  of  the  l  ill  H.  R.  2177,  including  its  budgetary  objectives, 
would  be  in  accord  with  the  program  of  the  President. 

Sincerely, 


(Enclosure.) 


(Signed)  Marvin  Jones,  Administrator. 
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United  States  Department  of  Agriculture, 

Commodity  Credit  Corporation, 

Washington,  D.  C.,  May  24,  1945. 

Kon.  Carter  Manasco, 

Chairman,  Committee  on  Expenditures  in  the  Executive  Departments, 

House  of  Representatives. 

Dear  Mr.  Manasco:  This  is  in  reply  to  your  letter  of  February  20,  requesting 
our  comments  on  H.  It.  2177,  a  bill  to  provide  for  financial  control  of  Govern¬ 
ment  corporations,  as  it  relates  to  Commodity  Credit  Corporation. 

Section  2  of  the  bill  declares  the  congressional  policy  to  be  that  Government 
corporations  and  their  transactions  be  brought  under  the  annual  scrutiny  of  the 
Congress  and  that  the  Congress  achieve  financial  control  thereof.  Section  101 
defines  “wholly  owned  Government  corporations”  and  includes  the  Commodity 
Credit  Corporation  within  the  definition.  Section  102  requires  each  wholly 
owned  Government  corporation  to  submit  to  the  Director  of  the  Bureau  of  the 
Budget  annually  “a  budget  program  covering  all  operations  for  the  ensuing  fiscal 
year  with  comparisons  with  the  current  fiscal  year  and  the  last  completed  fiscal 
year,”  and  requires  that  such  program  be  submitted  to  the  Congress  in  the  annual 
budget. 

Section  103  authorizes  the  Bureau  of  the  Budget  to  prescribe  the  form  and 
content  of,  and  the  manner  in  which,  such  budget  program  shall  be  presented 
and  requires  that  estimates  be  made  of  necessary  borrowing  by  the  corporations 
concerned,  of  the  amount  of  Government  capital  funds  which  will  be  returned  to 
the  Treasury  during  the  fiscal  year  or  the  appropriation  required  for  the  reissu¬ 
ance  of  authorized  capital  or  the  restoration  of  impairments.  Section  103  also 
permits  the  Bureau  of  the  Budget  to  include  requests  for  authorization  to  cover 
possible  emergency  or  contingent  operations,  such  operations  to  be  initiated  only 
upon  approval  by  the  President,  and  to  be  reported  to  the  Congress.  Section  104 
prohibits  the  transaction  of  any  business  in  any  fiscal  year  except  such  business 
as  is  authorized  by  act  of  Congress  as  a  part  of  the  budget  program  for  such 
fiscal  year.  Section  104  also. provides  that  funds  made  available  for  adminis¬ 
trative  expenses  may  not  be  obligated  or  expended  until  an  appropriation  account 
has  been  established  and  such  funds  are  to  be  subject  to  apportionment  by  the 
Bureau  of  the  Budget.  Claims  and  accounts  under  such  appropriation  accounts 
are' made  subject  to  adjustment  and  settlement  by  the  General  Accounting  Office. 

Sections  105,  106,  and  301  of  the  bill  relate  to  the  audit  of  financial  transactions 
of  Government  corporations.  Section  105  provides  for  an  audit  by  the  General 
Accounting  Office  of  the  financial  transactions  of  wholly  owned  Government 
corporations  in  accordance  with  the  principles  and  procedures  applicable  to 
commercial  corporate  transactions;  requires  that  the  audit  be  made  at  the  place 
or  places  where  the  accounts  of  the  corporations  are  normally  kept;  provides  that 
the  representatives  of  the  General  Accounting  Office  shall  have  access  to  all  books 
and  records  necessary  in  the  audit;  and  provides  that  such  audit  shall  begin  with 
the  fiscal  year  commencing  July  1,  1945.  Section  106  provides  that  a  report  if 
the  audit  shall  be  made  to  the  Congress  yearly  by  the  General  Accounting  Office 
and  specifies  the  points  on  which  the  Comptroller  General  shall' report  and  make 
recommendations.  It  alsp  provides  that  a  copy  of  the  report  shall  be  furnished 
to  the  President  and  to  the  Corporation.  Section  301  provides  that  the  expense 
of  the  audit  shall  be  borne  by  the  General  Accounting  Office  and  authorizes  appro¬ 
priations  for  such  sums  as  may  be  necessary  for  the  purpose. 

Section  107  provides  that  no  additional  Government  capital  or  paid-in  surplus 
shall  be  subscribed  or  paid  in  to  any  wholly  owned  corporation  except  pursuant  to 
specific  appropriation  therefor.  Section  108  provides  that  any  corporation 
deemed  by  the  Director  of  the  Bureau  of  the  Budget  to  be  better  operable  other 
than  as  a  corporation  shall,  upon  approval  of  the  President,  be  treated  as  if  it 
were  a  Government  agency  other  than  a  corporation 

Title  II  of  the  bill,  which  deals  with  “Mixed-Ownership  Government  Corpora¬ 
tions,”  is  not  applicable  to  Commodity  Credit  Corporation  and,  therefore,  will  not 
be  discussed  here. 

Section  302  of  the  bill  subjects  the  banking  or  checking -accounts  of  all  Govern¬ 
ment  corporations  to  the  control  of  the  Secretary  of  the  Treasury.  Section  303  (a) 
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subjects  all  corporations,  in  the  issuance  of  bonds,  notes,  debentures,  and  other 
similar  obligations,  to  the  control  of  the  Secretary  of  the  Treasury.  Section  303  (b) 
prohibits  the  sale  or  purchase  by  Government  corporations,  without  the  approval 
of  the  Secretary  of  the  Treasury,  of  direct  obligations  of  the  United  States  or 
obligations  guaranteed  by  the  United  States.  Section  303  (c)  permits  the  Secre¬ 
tary  of  the  Treasury  to  delegate  his  duties  under  (a)  and  (b).  Section  304  (a) 
prohibits  the  creation  of  a  corporation  by  any  officer  or  agency  of  the  Federal 
Government  or  by  any  Government  corporation  except  by  direct  congressional 
action  or  pursuant  to  act  of  Congress.  Section  304  (b)  provides  that  any  corpora¬ 
tion  hereafter  created  shall  be  subject  to  the  provisions  of  the  bill.  Section  305 
repeals  conflicting  provisions  of  law. 

For  clarity  of  discussion,  we  shall  comment  upon  the  provisions  of  the  bill  in 
the  following  order: 

(а)  The  provisions  establishing  the  budget  program  requirements  for  wholly 

owned  Government  corporations;  t 

(б)  the  provisions  concerning  audit  requirements;  and 

(c)  the  other  provisions  of  the  bill. 

We  feel  that  the  provision  of  H.  R.  2177  which  prohibits  any  wholly  owned 
Government  corporation  from  transacting  any  business  except  such  business  as  is 
approved  by  the  Congress  as  part  of  its  budget  program  would  have  to  be  sub¬ 
stantially  changed  if  serious  interference  with  the  effective  administration  of  the 
program  activities  of  Commodity  Credit  Corporation  is  to  be  avoided.  The  pro¬ 
gram  activities  of  Commodity  Credit  Corporation  are  such  that  it  is  impossible 
to  estimate  in  advance,  with  any  reasonable  degree  of  accuracy,  what  the  volume 
and  the  scope  of  these  activities  will  be  during  any  fiscal  year.  In  this  connection 
your  attention  is  called  to  the  following  statement  of  the  Banking  and  Currency 
Committee  of  the  House  of  Representatives,  before  which  the  Corporation  has 
appeared  periodically  in  justifying  extensions  of  its  life  as  an  agency  of  the  United 
States  and  increases  in  its  borrowing  power:  “Flexibility  in  operations,  an  essen¬ 
tial  attribute  of  the  corporation  form  of  organization,  is  indispensable  to  theac- 
complishment  of  the  functions  and  objectives  for  which  Congress  has  directed 
that  the  Commodity  Credit  Corporation  be  employed”  (H.  Rept.  No.  846,  78th 
Cong.).  We  believe  that  enactment  of  the  bill  in  its  present  form  would  destroy 
such  flexibility  and  seriously  impair  the  ability  of  the  Corporation  to  accomplish 
its  functions  and  objectives  as  stated  by  the  Congress. 

Commodity  Credit  Corporation  is  engaged  primarily  in  carrying  out  price- 
support  programs  through  loans  which  are  mandatory  by  law  at  a  specified  rate 
on  the  six  basic  commodities — cotton,  wheat,  corn,  rice,  tobacco,  and  peanuts  for 
nuts  (7  U.  S.  C.  1302;  50  U.  S.  C.,  App.  968,  as  amended  by  section  204  of  the 
Stabilization  Extension  Act  of  1944  and  section  37  of  the  Surplus  Property  Act 
of  1944);  by  loan,  purchase,  or  other  programs  at  a  minimum  rate  which  is  pre¬ 
scribed  by  the  so-called  Steagall  amendment  for  certain  other  commodities — - 
hogs,  eggs,  chickens  and  turkeys,  milk  and  butterfat,  dry  peas,  dry  edible  beans, 
peanuts  for  oil,  soybeans  for  oil,  flaxseed  for  oil,  American-Egyptian  cotton, 
potatoes,  and  sweetpotatoes  (15  U.  S.  C.  713a-8  (a));  and  by  lending  and  pur¬ 
chase  operations  for  other  commodities — wool,  naval  stores,  sugar  beets  and 
sugarcane,  and  processing  fruits  and  vegetables,  among  others — designed,  in 
conformity  with  congressional  policy,  to  bring  the  price  and  income  of  producers 
of  such  commodities  to  a  fair  relationship  wdth  other  commodities  (15  U.  S.  C. 
7 13a- 8  (b)). 

Other  types  of  programs  carried  out  by  Commodity  Credit  Corporation  include 
the  procurement  and  sale  of  various  commodities  for  lend-lease  and  war  uses,  the 
sale  of  w'heat  and  other  grains  for  feed,  and  other  types  of  sales  programs,  includ¬ 
ing  sales  for  export  pursuant  to  section  21  (c)  of  the  Surplus  Property  Act  of  1944 
and  sales  of  surplus  commodities  as  a  disposal  agency  pursuant  to  that  act. 

The  very  nature  of  these  programs  is  such  that  the  extent  to  which  they  are 
engaged  in  is  determined  by  factors  entirely  beyond  the  control  of  the  Corpora¬ 
tion.  These  factors  include,  for  example,  the  size  of  the  crop,  market  conditions, 
prices,  the  extent  to  which  storage  and  transportation  facilities  are  available, 
the  quality  of  the  crop,  and  even  weather  conditions  and  war  and  postwar  develop¬ 
ments.  Many  of  the  Corporation’s  programs  are  carried  out  through  open 
offers  to  buy,  lend  upon,  or  sell  in  any  quantity  required,  which  contemplates 
participation  in  the  program  by  any  and  all  who  can  qualify  and  who  wish  to 
accept  the  offer. 

The  annual  Budget  is  submitted  to  the  Congress  on  January  1  of  each  year. 
In  order  for  an  estimate  to  be  included  in  the  Budget  it  must,  under  present 
procedures,  have  been  submitted  to  the  Bureau  of  the  Budget  by  the  preceding 
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September.  It  is,  therefore,  necessary  for  the  estimate  to  have  been  prepared  in 
the  agency  during  July  and  August.  Thus,  the  Budget  estimates  for  the  fiscal 
year  ending  June  30,  1946,  were  prepared  in  the  agency  during  July  and  August 
1944.  Thus,  in  the  case  of  Commodity  Credit  Corporation,  it  would  have  been 
necessary  under  the  bill  to  forecast  at  that  time  the  quantities  of  agricultural 
commodities  to  be  planted  during  the  spring  of  1945  which  would  have  to  be 
purchased  or  loaned  upon  during  the  fiscal  year  1946  in  order  to  support  prices  as 
required  "by  statutes.  It  is  obvious  from  the  nature  of  the  programs  of  the- 
Corporation,  that  the  making  of  Budget  estimates  so  far  in  advance  would  be  an 
extremely  hazardous  process,  even  allowing  for  the  greater  latitude  which  the 
bill  would  apparently  permit  a  corporation  in  making  estimates  of  program 
expenses,  as  distinguished  from  estimates  for  administrative  expenses.  We  wish 
to  point  out  in  this  connection  that,  in  order  to  enable  producers  to  make  their 
production  plans,  it  has  been  necessary  to  announce  many  of  the  Corporation’s 
crop  programs  prior  to  the  planting  season,  usually  during  the  winter  or  early 
spring.  In  other  words,  it  has  been  necessary  to  announce  during  one  fiscal  year 
programs  that  will  be  carried  out  during  the  next  fiscal  year.  Under  the  bill, 
in  terms  of  particular  crop  programs,  Commodity  Credit  Corporation  would 
have  been  required  to  include  in  the  proposed  Budget  program  formulated  in  the 
late  summer  of  1944  authority  to  announce  before  planting  time  in  1946  (during 
the  fiscal  year  1946)  a  program  to  be  carried  out  with  respect  to  a  commodity  to 
be  harvested  in  the  summer  and  fall  of  1946  (during  the  fiscal  year  1947). 

We  recognize  that  the  bill  contains  provision  for  emergency  or  contingent 
operations.  Even  assuming,  however,  that  liberal  allowance  is  made  in  the 
Budget  program  for  such  emergency  and  contingent  operations,  we  do  not  believe 
that  there  would  be  sufficient  flexibility  to  permit  the  carrying  out  of  programs 
urgently  needed  to  meet  conditions  not  foreseeable  in  advance  of  planting  and 
harvesting. 

In  conclusion,  we  wish  to  point  out,  with  respect  to  the  budget  program  pro¬ 
visions  of  the  bill,  that  the  Congress  has  and  now  exercises  several  means  of 
examining  and  reviewing  the  activities  and  plans  of  Commodity  Credit  Corpo¬ 
ration.  The  Corporation’s  activities  and  plans  are  reviewed  annually  when  con¬ 
sideration  is  given  by  the  Congress  to  the  annual  appropriation  item  for  adminis¬ 
trative  expenses  of  the  Corporation,  as  is  already  required  by  law  (15  U.  S.  C. 
712a).  Moreover,  the  Corporation  appears  periodically  before  the  Congress  in 
connection  with  the  extension  of  its  life  as  an  agency  of  the  United  States.  Fur¬ 
ther,  Congress  has  an  opportunity  to  review  and  examine  the  Corporation’s 
activities  and  plans  when  increases  in  the  Corporation’s  borrowing  power  are 
requested  and  when  appropriations  are  requested,  pursuant  to  the  act  of  March  8, 
1938,  as  amended,  to^restore  any  capital  impairment.  The  present  method 
involves  the  justification  to  the  Congress,  so  far  as  is  practicable,  of  proposed 
program  operations  of  the  Corporation  and  serves  as  a  means  of  keeping  Congress 
informed  as  to  the  activities  and  plans  of  the  Corporation,  and  at  the  same  time 
it  preserves  that  flexibility  which  the  Banking  and  Currency  Committee  has 
recognized  as  essential  to  the  accomplishment  of  its  objectives. 

The  audit  provisions  of  H.  R.  2177  are  substantially  similar  to  the  provisions 
of  section  3  of  Public  Law  240  (approved  February  28,  1944),  as  well  as  to  the 
provisions  of  section  5  of  Public  Law  4  (approved  February  24,  1945),  the  so-called 
George  bill.  Section  3  of  Public  Law  210,  which  already  provides  for  a  commercial 
audit  of  Commodity  Credit  Corporation’s  transactions  by  the  General  Accounting 
Office,  was  enacted  at  the  request  of  both  Commodity  Credit  Corporation  and  the 
Comptroller  General.  The  audit  provisions  of  H.  R.  2177  were  apparently  pat¬ 
terned  very  closely  after  the  audit  provisions  of  Public  Law  240,  although  some  of 
the  provisions  of  the  latter  act  are  peculiar  to  Commodity  Credit  Corporation. 
For  example,  the  latter  act  provides  that  the  report  of  the  audit  by  the  General 
Accounting  Office  shall  be  considered  by  the  Secretary  of  the  Treasury  in  making 
his  annual  appraisal  of  the  assets  and  liabilities  of  Commodity  Credit  Corporation 
under  the  act  of  March  8,  1938.  The  commercial  type  of  audit  for  which  Public 
Law  240  already  provides  and  for  which  H.  R.  2177  would  provide  is  described  in 
some  detail  in  House  Report  846,  dated  November  8,  1943,  on  H.  R.  3477.  (We 
assume  that  H.  R.  2177  is  not  intended  to  affect  the  provisions  of  section  3  of 
Public  Law  240  which  are  specifically  applicable  to  Commodity  Credit  Corpora¬ 
tion  and  that  any  audit  carried  out  under  H.  R.  2177  would  be  in  accordance  with 
the  concept  of  the  commercial  type  of  audit  that  is  reflected  in  H.  Rept.  846.) 

We  v\  ish  to  point  out  that  the  Congressional  policy  w  ith  respect  to  the  basis 
for  making  the  annual  determination  of  the  Corporation’s  net  worth  and  with 
respect  to  the  restoration  of  capital  impairment  or  payments  to  the  Treasury  is 
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already  stated  in  the  act  of  March  8,  193S,  as  amended  (15  U.  S.  C.  713a- 1  and  2). 
We  assume  that  the  general  provisions  of  H.  R.  2177  touching  on  these  matters 
are  not  intended  to  affect  the  provisions  of  the  act  of  March  8,  1938,  as  amended, 
which  apply  specifically  to  Commodity  Credit  Corporation. 

The  provisions  of  the  bill  dealing  with  additional  capital  or  surplus  (sec.  107), 
banking  and  checking  accounts  (sec.  302),  the  issuance  of  bonds  and  other  obliga¬ 
tions  (sec.  303  (a);,  and  the  purchase  and  sale  of  United  States  obligations  (sec. 
303  (b))  would  require  no  changes  in  the  Corporation’s  present  methods  of 
operation. 

We  appreciate  the  opportunity  of  expressing  our  views  on  this  bill.  It  has 
abvays  been  the  policy  of  the  Corporation  to  cooperate  with  the  Bureau  of  the 
Budget,  the  Treasury  Department,  the  General  Accounting  Office,  and  the  Con¬ 
gress  in  promoting  practicable  financial  controls  of  its  transactions  and  operations. 
Representatives  of  the  Corporation  worked  with  the  Secretary  of  the  Treasury  in 
developing  and  presenting  to  the  Congress  proposed  legislation  providing  for  an 
annual  appraisal  of  the  assets  and  liabilities  of  the  Corporation  which  was  enacted 
March  8,  1938  (15  U.  S.  C.  713a-l),  and,  as  is  indicated  above,  officials  of  the 
Corporation  collaborated  with  representatives  of  the  Comptroller  General  in  de¬ 
veloping  the  principle  of  commercial  audit  of  the  Corporation  which  was  enacted 
in  Public  Law  240,  78th  Congress,  and  which  was  cited  by  the  Comptroller  General 
as  providing  a  basic  pattern  for  the  audit  of  other  Government  corporations. 

The  War  Food  Administration  has  been  advised  by  the  Bureau  Of  the  Budget 
that  while  there  would  be  no  objection  to  the  submission  of  such  report  to  the 
committee  as  it  may  deem  appropriate,  the  enactment  of  legislation  which  would 
accomplish  the  objectives  of  the  bill  H.  R.  2177,  including  its  budgetary  objectives, 
would  be  in  accord  w  it.h  the  program  of  the  President. 

Sincerely  yours, 

(Signed)  Jesse  B.  Gilmer 

(For  President). 


Department  of  Commerce, 
Washington  25,  March  28,  1945. 

Hon.  Carter  Manasco, 

Chairman,  Committee  on  Expenditures  in  the  Executive  Departments, 

House  of  Representatives,  Washington,  D.  C. 

My  Dear  Mr.  Chairman:  Reference  is  made  to  your  letter  of  February  20, 
1945,  addressed  to  the  Inland  Waterways  Corporation,  requesting  their  views  with 
respect  to  H.  R.  2177,  a  bill  to  provide  for  financial  control  of  Government 
corporations.” 

The  only  corporations  listed  in  the  bill  which  are  under  the  jurisdiction  of  this 
Department  are  the  Inland  Waterways  Corporation  and  Warrior  River  Terminal 
Company.  Both  of  these  corporations  are  engaged  in  a  common-carrier  business 
and  subject  to  the  regulations  of  the  Interstate  Commerce  Commission.  Due  to 
the  nature  of  their  business  as  more  fully  set  forth  in  the  accompanying  report  of 
the  Acting  President  of  the  Inland  Waterways  Corporation,  it  would  be  most 
difficult  to  successfully  operate  under  such  a  budgetary  control  as  is  contemplated 
by  the  proposed  bill.  It  is  suggested  that  the  Inland  Waterways  Corporation 
and  the  Warrior  River  Terminal  Company  be  excepted  from  the  bill.  Representa¬ 
tives  of  these  corporations  will  be  glad  to  appear  before  the  committee  and  discuss 
the  proposed  legislation  in  further  detail  if  desired. 

The  Bureau  of  the  Budget  has  advised  there  wovdd  be  no  objection  to  the  sub¬ 
mission  of  this  letter  to  your  committee,  but  that  the  enactment  of  legislation 
which  would  accomplish  the  objective  of  H.  R.  2177  would  be  in  accord  with  the 
program  of  the  President. 

Sincerely  yours, 


(Signed)  H.  A.  Wallace 

Secretary  of  Commerce. 


Inland  Waterways  Corporation, 

St.  Louis,  Mo.,  March  7,  1945. 

J.  S.  Powell, 

Acting  Chairman  of  the  Board — Acting  President. 

Memorandum  to  the  Secretary  of  Commerce: 

I  have  received  direct  from  the  Honorable  Carter  Manasco,  the  chairman, 
Committee  on  Expenditures  in  the  Executive  Departments,  House  of  Representa- 
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tives,  a  letter  dated  February  20,  1945,  requesting  my  views  on  H.  It.  2177,  a  bill 
“to  provide  for  financial  control  of  Government  corporations.” 

Mr.  Manasco  has  been  informed  that  my  views  on  this  bill  would  be  submitted 
through  you,  and  I  now  wish  to  report  thereon  as  follows: 

The  Inland  Waterways  Corporation  was  created  by  Public,  No.  185,  Sixtv- 
eighth  Congress,  “An  Act  to  create  the  Inland  Waterways  Corporation  for  the 
purpose  of  carrying  out  the  mandate  and  purpose  of  Congress  as  expressed  in 
sections  201  and  500  of  the  Transportation  Act,  and  for  other  purposes,”  ap¬ 
proved  June  3,  1924,  and  amended  by  Public,  No.  601,  Seventieth  Congress, 
approved  May  29,  1928.  Other  amendments,  authorizing  extension  of  the 
Corporation’s  service,  are  contained  in  Public,  No.  361,  Seventy-third  Congress 
(approved  June  16,  1934),  Public,  No.  389,  Seventy-fourth  Congress  (approved 
August  29,  1935),  and  Public,  No.  157,  Seventy-fifth  Congress  (approved  June  19, 
1937). 

The  decision  of  Congress  to  create  the  Inland  Waterways  Corporation,  and  to 
give  it  certain  corporate  powers  and  duties  specified  in  the  act,  arose  from  the 
following  circumstances.  By  act  of  Congress,  approved  August  29,  1916,  a 
Council  of  National  Defense  was  established  for  the  more  adequate  insurance  of 
national  security  and  welfare.  One  of  the  functions  of  the  Council  was  to  direct 
investigations  and  make  recommendations  to  the  President  looking  to  the  more 
effective  utilization  of  domestic  waterways.  A  committee  appointed  by  the 
Council  in  June  1917  made  a  survey  of  the  subject,  and  the  data  accumulated  by 
this  committee  was  turned  over  to  the  Director  General  of  Railroads  in  the  early 
part  of  1918.  By  section  6  of  Public,  No.  107,  Sixty-fifth  Congress,  the  Director 
General  was  authorized  to  acquire  and  operate  transportation  facilities  on  the 
inland,  canal,  and  coastwise  waterways.  Operations  began  by  the  Railroad 
Administration  on  the  lower  Mississippi  River  on  September  28,  1918.  These 
operations,  together  with  operations  later  commenced  on  the  Warrior  River, 
were  continued  until  February  29,  1920,  when  these  Government-owned  facilities 
were  transferred  to  the  Secretary  of  War  for  operation  in  accordance  with  section 
201  of  the  Transportation  Act.  1920,  Public,  No.  152,  Sixty-sixth  Congress.  Thus, 
the  facilities  acquired  by  the  Railroad  Administration  as  a  wartime  measure  were 
continued  in  operation  under  mandate  of  Congress  by  the  Secretary  of  War  until 
June  3,  1924,  when  the  facilities  were  transferred  to  the  Inland  Waterways 
Corporation  by  Public,  No.  18$,  Sixtv-eighth  Congress. 

During  the  period  from  February  29,  1920,  until  the  creation  of  the  Corporation 
on  June  3,  1924,  the  service  was  operated  by  the  Secretary  of  War  under  the  name 
of  the  Inland  and  Coastwise  Waterways  Service,  and  was  subject  to  the  appro¬ 
priation  acts  for  civil  functions  administered  by  the  War  Department.  The 
difficulties  encountered  in  operating  subject  to  Budget  estimates,  annual  appro¬ 
priations,  and  control  by  the  Comptroller  General  led  to  the  introduction  of 
H.  R.  8209  and  S.  3161,  first  session,  Sixty-eighth  Congress. 

In  reporting  these  bills,  with  recommendation  that  they  pass,  the  House  Com¬ 
mittee  on  Interstate  and  Foreign  Commerce  (Rept.  No.  375)  and  the  Senate 
Committee  on  Commerce  (Rept.  No.  538)  stated: 

“The  purpose  of  the  pending  bill  is  to  reorganize  the  inland  and  coastwise  water¬ 
ways  seryice  that  is  now  being  operated  by  the  Secretary  of  War  and  put  it  on  a 
practical  business  basis.  Experience  in  the  last  2  or  3  years  has  shown  that  the 
barge  lines  on  the  Mississippi  and  Warrior  Rivers  cannot  be  successfully  operated 
and  cannot  carry  out  the  purpose  declared  by  Congress  in  the  Transportation  Act 
of  1920  without  a  reorganization  which  will  enable  the  Secretary  of  War  to  operate 
it  as  any  private  business  concern  would  operate  it. 

“At  present  the  Secretary  of  War  is  limited  in  his  expenditures  by  the  appro¬ 
priations  that  are  made  for  the  barge-line  service.  He  is  not  allowed  bv  law  to 
incur  a  deficit  nor  can  he  borrow  money  to  meet  current  expenses  even  in  case  of 
an  emergency,  and  emergencies  may  very  often  arise  in  river  transportation. 
Nothing  can  be  done  in  Washington  except  in  accordance  with  bureaucratic 
regulations  which  are  often  not  in  accordance  with  plain  business  principles  and 
necessity.  The  acts  of  the  Secretary  of  War  are  hedged  about  by  so  many  limita¬ 
tions  that  it  has  been  found  to  be  practically  impossible  to  operate  these  trans¬ 
portation  systems  as  they  should  be  operated  in  order  to  carry  out  the  purpose  for 
which  they  have  been  placed  under  his  control.  It  is  for  the  purpose  of  getting 
away  from  these  restrictions  and  bureaucratic  regulations,  and  for  the  purpose  of 
putting  the  barge-line  system  upon  a  better  business  basis  that  this  bill  is  favor¬ 
ably  reported  by  the  committee  with  a  recommepdation  that  it  pass.” 
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St.ill  further,  the  Senate  report,  states: 

“Under  the  terms  of  the  Transportation  Act,  1020,  the  Secretary  of  War  is 

made  the  mandatory  of  Congress,  as  follows:  *  *  *  The  operation  of  the 

transportation  facilities  referred  to  shall  he  subject,  to  the  provision  of  t  he  Inter¬ 
state  Commerce  Act  as  amended  by  the  Transportation  Act.,  or  by  subsequent 
legislation,  and  to  the  provisions  of  the  Shipping  Act,  1016.  as  now  or  hereafter 
amended,  in  the  same  manner  and  the  same  extent  as  if  such  transportation 
facilities  were  privately  owned  and  operated. 

"The  law  also  provides  that  the  continuity  of  the  operation*--  hall  be  dependent 
upon  congressional  appropriations. 

“In  the  operation  of  the  transportation  facilities  turned  over  to  him  the  Sec¬ 
retary  of  War  found  that  these  two  provisions  of  law  were  diametrical  I  v  opposed, 
because  it  is  quite  impossible  to  foresee  all  contingencies  which  might,  arise 
causing  the  disbursement  of  moneys,  and  which  might  lead  to  the  creation  of  a 
deficit  by  hi.  Department,  in  itself  a  violation  of  law. 

“The  testimony  set  out  in  full  before  the  House  Committee  on  Interstate  and 
Foreign  Commerce,  and  available  to  this  committee,  as  well  as  the  testimony  of 
the  Secretary  of  War  before  this  committee,  supplemented  by  the  evidence  of 
the  Army  officer  charged  with  the  execution  of  his  policy,  show  that  n  endeavor¬ 
ing  to  comply  with  the  mandates  of  Congress,  the  3ecret.arv  of  War  oas  been 
handicapped  to  an  extent  that  has  jeopardized  the  success  of  the  project.” 

There  is  no  doubt  of  the  wisdom  of  Congress  in  creating  this  Corporation  in 
accordance  with  its  views  expressed  above.  The  instant  bill,  in  rriv  opinion, 
imposes  conditions  that,  to  a  large  degree,  nullify  these  view-.  I  believe  that 
the  purpose  and  will  of  Congress  expressed  in  the  above  Ls  proper  and  wise  now,- 
as  it  was  then,  and  I  trust  that  the  instant  bill  will  be  considered  by  "he  Congress' 
in  the  light  of  its  previously  expressed  intent. 

It  should  be  noted  that  during  the  entire  period  of  the  present  war  a  very 
large  part  of  this  Corporation's  facilities  has  been  and  will  continue  to  ne  engaged 
in  the  transportation  of  materials  and  articles  directly  involved  in  he  war  effort, 
lu  particular,  it  is  engaged  in  towing  many  combat  vessels  for  the  Navy  from 
Lock  port,  Ill.,  to  New  Orleans.  These  include  submarines,  landing  ‘ante  craft, 
destroyer  escorts,  frigates,  drvdocks.  and  many  othr  types.  Some  350  such 
vessels  have  been  transported.  This  is  a  vitai  service  and  one  in  which,  many 
emergencies  arise. 

Lhe  instant  bill  also  includes  by  its  terms  the  Warrior  River  Terminal  i  -mpany. 
Chat  Company  was  originally  organized  under  that  n.w  jy  a  group  f  citizens 
of  Birmingham,  Ala.,  under  the  laws  of  the  State  of  anam.-y  jnmanlv  for  the 
purpose  of  acquiring  the  property  of  tile  ttnsiey  Southern  Rauwav  Col.  m  receiver¬ 
ship.  I  lie  Warrior  River  terminal  Company  was  in  turn  aca  Hired.  ;v  nts  Cor¬ 
poration  by  purchase  of  :ts  capital  'toes..  It  is  a  ~ai_— wTtemng  facnirv  and  is 
a  accessary  connqgtmjs  ink  between  ae  Corporations  water  -maso-’  r*acion 
service  at  1’ort  Birmingham.  Y.a.,  and  trunk-line  “atiroads  enremuz  •  -e  Birming- 
ham  district.  lhe  Vyiremr  liver  ieeminai  Company  :avs  axes  ■:  ns  "rare 'if 
km^ama  on  iho  vatic  of  its  property,  out  does  not  paw  income  ax.  The  cor¬ 
porate  name  and  Stair  .  -  -  ... — -u -  adv&n— 

tag.es  in  rate  making  anticipated  by  maintain im  -  _  acuity  as  a  sub— 

>u : iar\  corporation.  If  the  Congress  desires,  :ie  -erttimai  C  npan~  state 
charter  could  be-  surrendered  ami  its  accounts-  consolidated.  ~vrrh  -hose  of  the 
Inland  Waterways  Corporation,  of  whit  i  -  act  an  esseati.. .  :u~r. 

i  Signed}  S.  Cowgi.r..  .± cm  i  iiihwf  - 
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Only  one  of  the  wholly  owned  corporations  named  in  the  bill,  the  Virgin  Islands 
Company,  is  under  the  jurisdiction  of  this  Department.  Should  the  Congress 
consider  it  appropriate  to  apply  the  conditions  of  H.  R.  2177  to  Government- 
owned  corporations  in  general,  I  would  have  no  objection  to  their  application  to 
the  Virgin  Islands  Company. 

From  time  to  time  various  lists  of  Government-owned  corporations  have 
included  the  Puerto  Rico  Cement  Corp.  In  October  1943,  that  corporation 
repaid  the  entire  amount  of  the  investment  of  the  United  States  and  the  Federal 
Government  no  longer  has  any  interest  in  the  corporation. 

The  Bureau  of  the  Budget  has  advised  me  that  there  is  no  objection  to  the 
submission  of  this  report  to  your  committee. 

Sincerely  yours, 


(Signed)  Harold  L.  Ickes, 

Secretary  of  the  Interior. 


Department  of  Justice, 
Washington,  D.  C.,  May  2,  1945. 

Hon.  Carter  Manasco, 

Chairman,  Committee  on  Expenditures  in  the  Executive  Departments, 

House  of  Representatives,  Washington,  D.  C. 

My  Dear  Mr.  Chairman:  This  is  in  response  to  your  request  for  my  views 
concerrirg  a  bill  (H.  R.  2177)  to  provide  for  financial  control  of  Government 
corporations. 

This  bill  relates  to  the  financial  control  of  certain  enumerated  Government 
corporations  (sec.  101).  Each  of  the  corporations  listed  in  the  bill  would  be 
required  to  submit  a  budget  program  to  the  Bureau  of  the  Budget  annually  for 
inclusion  in  the  annual  budget,  in  the  same  manner  as  estimates  are  submitted 
by  Government  agencies  under  the  Budget  and  Accounting  Act  of  1921.  The 
bill  contains  a  provision  that  no  wholly  owned  Government  corporation  shall 
transact  any  business,  except  such  as  is  authorized  by  Congress  as  a  part  of  its 
budget  program  for  the  fiscal  year  or  make  any  expenditures  for  administrative 
expenses,  except  as  authorized  and  made  available  by  Congress  for  the  fiscal 
year  (secs.  102-103).  Funds  so  made  available  are  to  be  subject  to  apportion¬ 
ment  by  the  Bureau  of  the  Budget,  and  claims  and  accounts  thereunder  are  to 
be  subject  to  adjustment  and  settlement  by  the  General  Accounting  Office 
(sec.  104).  The  financial  transactions  of  wholly  owned  Government  corporations 
would  be  audited  by  the  General  Accounting  Office  (sec.  105)  and  a  report  of 
the  audit  would  be  submitted  to  the  Congress  (sec.  106).  Certain  other  provisions 
of  the  act  relate  to  what  are  called  mixed-ownership  Government  corporations. 

Among  the  wholly  owned  Government  corporations  to  which  the  legislation 
would  apply  is  Federal  Prison  Industries,  Inc.,  whose  activities  are  conducted 
under  the  supervision  of  the  Department  of  Justice  as  part  of  the  Federal  penal 
and  correctional  system. 

The  creation  of  this  corporation  was  authorized  by  the  act  of  June  23,  1934 
(48  Stat.  1211;  18  U.  S.  C.  744i-744m).  The  affairs  of  the  corporation  are  man¬ 
aged  by  a  Board  of  Directors  appointed  by  the  President  and  consisting  of  five 
persons,  one  of  whom  is  a  representative  of  industry,  one  a  representative  of  labor, 
one  a  representative  of  agriculture,  one  a  representative  of  retailers  and  con¬ 
sumers,  and  one  a  representative  of  the  Attorney  Geneial.  The  object  of  creating 
the  corporation  was  to  provide  for  the  full  employment  of  Federal  prisoners  under 
a  diversified  system  which  would  maintain  at  a  minimum  the  amount  of  competi¬ 
tion  with  free  labor.  In  order  to  effectuate  this  policy,  an  independent  board 
was  created  to  represent  industry,  agriculture,  labor,  retailers  and  consumers,  and 
the  Department  of  Justice.  This  act  has  proven  successful  in  actual  operation, 
especially  as  it  provided  an  independent  board  to  weigh  the  objections  of  industry 
and  labor  to  any  prison-employment  project  and  made  possible  the  development 
of  a  long-range  program. 

The  funds  of  the  corporation  are  handled  by  the  Treasury  Department,  as 
prescribed  by  the  above-mentioned  act,  and  withdrawals  are  made  only  pursuant 
to  warrants  or  certificates  of  settlement  issued  by  the  General  Accounting  Office. 
An  annual  report  is  made  to  the  Congress  on  the  conduct  of  the  business  of  the 
corporation  and  on  the  condition  of  its  funds.  Consequently,  under  existing  law 
a  complete  fiscal  control  of  the  activities  of  the  corporation  is  being  maintained. 
On  the  other  hand,  the  provisions  of  the  bill  which  would  prohibit  any  corporation 
listed  therein  from  making  any  expenditures  for  administrative  expenses  in  any 
fiscal  year,  except  in  the  amounts  authorized  and  made  available  by  Congress 
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for  such  fiscal  year,  would  render  it  impracticable  to  maintain  a  long-range  policy 
and  thereby  possibly  lead  to  frustration  of  the  very  purpose  for  which  Congress 
authorized  the  creation  of  the  corporation.  Since  the  operation  of  a  long-range 
program  has  been  successfully  achieved,  in  accordance  with  the  objectives  of  the 
Congress,  it  would  seem  undesirable  to  bar  a  continuation  of  this  policy. 

In  the  light  of  the  foregoing  circumstances,  I  recommend  that  if  the  bill  is  to. 
receive  favorable  consideration  it  should  not  be  made  applicable  to  Federal 
Prison  Industries,  Inc.,  and  accordingly,  Federal  Prison  Industries,  Inc.,  should 
be  stricken  from  the  enumeration  of  corporations  in  section  101  (p.  2,  line  16). 

I  have  been  advised  by  the  Director  of  the  Bureau  of  the  Budget  that  there  is 
no  objection  to  the  submission  of  this  report. 

Sincerely  yours, 

Francis  Biddle,  Attorney  General. 


Federal  Prison  Industries,  Inc., 

Department  of  Justice, 
Washington  25,  June  29,  1945. 

Re  H.  R.  2177. 

Hon.  Carter  Manasco, 

House  of  Representatives,  Washington,  D.  C. 

My  Dear  Congressman  Manasco:  As  you  recall,  through  a  misunderstanding, 
the  Committee  on  Expenditures  in  the  Executive  Departments  adjourned  its 
hearings  on  H.  R.  2177  before  representatives  of  Federal  Prison  Industries,  Inc., 
had  an  opportunity  to  present  their  views.  You  very  courteously  suggested  that 
we  do  so  in  the  form  of  a  statement.  We  appreciate  very  much  this  opportunity. 
Since  the  hearings,  the  Board  of  Directors,  at  a  meeting  held  June  22,  1945,  directed 
the  officers  of  the  Corporation  to  express  their  opposition  to  the  Corporation  being 
included  in  H.  R.  2177.  The  Board  thus  concurs  in  the  views  and  recommendation 
of  the  Attorney  General  as  expressed  in  his  letter  of  May  2,  1945,  to  your  com¬ 
mittee. 

Federal  Prison  Industries,  Inc.,  is  unique  among  Government  corporations. 
It  was  organized  by  Executive  Order  6917  dated  December  11,  1934,  pursuant  to 
the  act  of  June  23,  1934  (ch.  736,  48  Stat.  1211  (18  U.  S.  C.  744  i— n) ) .  Finder  this 
statute  and  the  Executive  order,  the  Corporation  took  over  the  powers,  duties,  and 
functions  vested  in  the  Attorney  General  by  the  act  of  May  27,  1930  (ch.  340,  46 
Stat.  391  (18  U.  S.  C.  744  a-h)).  No  power  is  derived  from  any  other  source. 

The  function  of  the  Corporation  is  to  establish  and  operate  industries  in  the 
United  States  penal  and  correctional  institutions  producing  articles  and  commod¬ 
ities  for  consumption  in  such  institutions  or  “for  sale  to  the  departments  and  inde¬ 
pendent  establishments  of  the  Federal  Government  and  not  for  sale  to  the  public 
in  competition  with  private  enterprise.”  It  is  its  duty  to  diversify  these  indus¬ 
tries  so  as  to  “reduce  to  a  minimum  competition  with  private  industry  or  free 
labor.”  In  establishing  such  industries,  the  corporation  is  required  to  provide 
such  forms  of  employment  as  will  give  the  inmates  of  the  institutions  “a  maximum 
opportunity  to  acquire  a  knowledge  and  skill  in  trades  and  occupations  which  will 
provide  them  with  a  means  of  earning  a  livelihood  upon  release.”  The  quota¬ 
tions  are  from  sections  1  and  3  of  the' act  of  May  27,  1930. 

The  earnings  of  the  Corporation  are  deposited  in  the  Treasury  of  the  United 
States  in  a  special  working  capital  fund  which  under  the  basic  statute  is  ma.de 
available  only  for  certain  specific  purposes.  Accounts  of  all  fiscal  transactions 
of  the  Corporation  must  be  rendered  to  the  General  AccountingNOffice  which 
exercises  the  same  supervision  over  such  transactions  as  in  the  case  of  any  other 
Government  department.  The  Corporation  has  no  borrowing  or  lending  power. 

The  governifig  body  of  the  Corporation  consists  of  a  board  of  five  directors 
appointed  by  the  President  of  the  United  States  who  hold  office  at  his  pleasure  and 
serve  without  compensation.  One  member  of  the  Board  represents  industry,  one 
labor,  one  agriculture,  one  retailers  and  consumers,  and  one  the  Attorney  General. 
The  Board  is  required  by  the  statute  to  make  an  annual  report  to  Congress  on  the 
conduct  of  the  business  of  the  Corporation  and  the  condition  of  its  funds. 

Experience  under  the  basic  act  of  May  27,  1930,  was  not  satisfactory  particu¬ 
larly  in  connection  with  the  diversification  of  industries  in  the  penal  institutions. 
Every  attempt  to  establish  a  new  industry  so  as  to  carry  out  the  congressional 
mandate  of  diversification  and  to  provide  wider  opportunities  for  training  was 
met  with  determined  opposition  on  the  part  of  interested  minority  groups  who 
feared  the  effect  of  the  indirect  competition  which  might  result.  As  a  result,  the 
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congressional  policy  of  diversification  could  be  carried  out  only  with  great  difficulty 
and  in  the  face  of  determined  resistance.  This  situation  gave  grave  concern,  not 
only  to  those  who  were  charged  with  the  duty  of  carrying  out  the  policy  of  Con¬ 
gress,  but  also  to  responsible  labor  and  industrial  readers  as  well  as  penologists 
and  public-minded  citizens  interested  in  the  problem. 

In  order  to  meet  the  situation  conferences  were  held  between  representatives 
of  the  Attorney  General,  Congress,  industry,  labor,  and  others.  The  result  was 
the  act  of  June  23,  1934,  authorizing  the  establishment  of  the  Corporation  and  the 
appointment  of  a  Board  of  Directors  representing  the  various  groups  who  might 
be  affected  in  any  way  by  even  the  indirect  competition  of  prison  industry. 
This  Board  of  Directors  was  vested  with  the  powers  and  functions  formerly 
exercised  by  the  Attorney  General  under  the  act  of  May  27,  1930.  This  plan 
was  endorsed  by  representatives  of  the  interested  groups,  including  the  American 
Federation  of  Labor. 

The  situation  which  brought  forth  the  organization  of  the  Corporation  with 
its  governing  board  representing  all  interested  groups  is  clearly  set  forth  in  the 
House  report  on  the  bill  authorizing  the  establishment  of  the  Corporation.  The 
following  is  quoted  from  House  Report  No.  1421,  Seventy-third  Congress,  second 
session,  dated  May  1,  1934: 

“The  operation  of  prison  industries  so  as  to  provide  necessary  employment  for 
prisoners  and,  at  the  same  time,  carry  out  the  purposes  of  the  act  of  May  27, 
1930,  that  such  employment  shall  be  ‘in  such  diversified  forms  as  will  reduce  to 
a  minimum  competition  with  private  industry  or  free  labor’  has  been  attended 
with  great  difficulties.  Attempted  diversification  of  prison  employment  by 
prison  authorities  has  been  met  by  resistance  from  every  industry  into  the  field 
of  which  it  is  sought  to  go  even  to  a  minor  extent,  and  the  major  portion  of  prison 
industry  production  has,  therefore,  been  largely  limited  to  the  particular  indus¬ 
tries  already  carried  on  by  the  Bureau  of  Prisons  prior  to  the  enactment  of  the 
act  of  May  27,  1930.” 

This  report  also  contains  the  endorsement  of  the  American  Federation  of 
Labor.  The  Senate  report  on  the  bill  (S.  Rept.  1377,  73d  Cong.,  2d  sess.)  adopted 
the  views  of  the  House  committee  and  quoted  the  House  report.  Upon  signing 
the  bill,  President  Roosevelt  made  the  following  statement: 

“I  am  glad  to  approve  this  bill  because  it  represents  a  distinct  advance  in  the 
progress  of  prison  industries.  Without  any  important  competition  with  private 
industry  or  labor,  the  Government  can  provide  increasingly  useful  work  for  those 
who  need  to  learn  how  to  work,  and  to  learn  that  work  in  itself  is  honorable  and 
is  a  practical  substitute  for  criminal  methods  of  earning  one’s  livelihood.” 

In  the  10  years  that  this  Corporation  has  -been  in  existence,  the  faith  of  the 
President  and  the  hopes  of  the  sponsors  of  the  bill  have  been  fully  justified.  The 
Corporation  has  diversified  the  work  in  the  prisons  so  that  now  it  operates  more 
than  50  industries  and  shops,  all  of  them  relatively  small,  and  representing  more 
than  30  different  types  of  industry.  Approximately  95  percent  of  the  output 
goes  to  the  war  agencies.  In  the  early  }^ears  of  the  Corporation  the  few  complaints 
made  on  the  part  of  industries  who  thought  they  might  be  affected  adversely  by 
the  activities  of  the  Corporation  were  resolved  satisfactorily  by  the  Board  of 
Directors.  Of  late  years  there  have  been  no  objections  from  any  responsible 
source.  No  moneys  other  than  its  earnings  are  appropriated  for  the  use  of  the 
Corporation.  The  earnings  remain  in  the  Treasury  of  the  United  States,  can 
be  expended  only  for  the  specific  purposes  named  in  the  statute,  and  in  the  manner 
provided  by  the  laws  applicable  to  other  Government  departments. 

It  is  respectfully  suggested  that  no  additional  congressional  control  is  necessary 
as  to  this  Corporation.  A  comprehensive  audit  is  already  provided  for  by  existing 
law.  The  Treasury  provisions  of  the  bill  have  no  application  as  the  money  of  the 
Corporation  is  deposited  in  the  Treasury  of  the  United  States  and  it  has  no  lending 
or  borrowing  power.  As  to  the  Budget  provisions,  the  Board  of  Directors  exer¬ 
cises  very  close  control  over  the  fiscal  affairs  of  the  Corporation.  They  place  a 
limitation  upon  expenditures  for  specific  purposes  and  receive  detailed  reports 
at  each  of  their  semiannual  meetings.  In  the  interim,  emergency  and  contingent 
matters  not  anticipated  and  considered  at  the  regular  meetings  are  taken  up  with 
members  of  the  Board  by  mail,  telegraph,  or  telephone.  This  procedure  provides 
the  necessary  flexibility  where  prompt  action  must  be  taken,  which  is  often  the 
case  in  connection  with  what  is  essentially  a  manufacturing  business.  In  its 
annual  report  to  Congress,  the  Board  reviews  the  activities  of  the  Corporation, 
its  financial  condition,  and  other  pertinent  information  so  as  to  keep  Congress 
fully  informed  of  its*  activities. 
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The  most  serious  effect  the  bill  would  have,  and  which  would  revive  the  same 
difficulties  which  led  to  the  formation  of  the  Corporation,  is  found  in  the  provisions 
of  section  104  of  Committee  Print  No.  2.  Under  this  section  the  extent  of  the 
activities  of  the  Corporation  under  the  substantive  law  applicable  to  it  would  be 
placed  under  the  annual  control  of  Congress,  which  would  again  be  subjected 
annually  to  the  same  pressure  referred  to  in  the  House  report  above  quoted.  It 
seems  obvious  that  we  would  then  be  back  just  where  we  started.  Congress,  in 
effect,  would  then  take  back  the  burden  of  determining  the  policy  of  the  Corpora¬ 
tion,  already  sharply  circumscribed  by  the  applicable  substantive  law,  rather 
than  leaving  it  to  the  specially  qualified  Board  Congress  itself  set  up  for  that 
very  purpose. 

Pursuant  to  repeated  suggestions  made  during  the  hearings,  this  question  has 
been  discussed  with  representatives  of  the  Bureau  of  the  Budget  who  suggested 
that  the  following  amendment  would  relieve  the  Corporation  of  the  limiting  effect 
of  the  annual  budget  program  legislation  if  the  committee  desired  to  do  so.  The 
proposed  amendment  is  as  follows: 

Page  7,  line  11,  Committee  Print  No.  2,  insert  the  following  after  the  word 
“law”:  “nor  shall  any  provision  of  this  section  be  construed  as  affecting  in  any 
way  the  provisions  of  Executive  Order  6917  of  December  11,  1934.” 

The  Executive  order  referred  to  is  the  one  which  established  the  Corporation, 
a  copy  of  which  is  attached. 

With  this  amendment,  Congress  would  still  be  informed,  through  the  audit,  of 
what  the  Corporation  had  done,  and  would  have  the  benefit  of  any  recommenda¬ 
tions  of  the  Comptroller  General.  Congress  would  also  have  the  benefit  of  an 
over-all  business-type  budget  informing  it.  as  to  its  general  program  for  the  future. 
The  audit  and  budget,  together  with  the  annual  report  of  the  Directors  of  the 
Corporation,  would  give  Congress  'all  the  information  necessary  to  make  such 
changes  in  the  substantive  law  they  might  think  advisable.  The  proposed  amend¬ 
ment,  however,  would  relieve  the  Corporation  of  uncertainty  as  to  its  future 
operations,  and  permit  the  Board  of  Directors  to  plan  for  the  future  with  con¬ 
fidence  so  long  as  the  planning  was  within  the  powers  and  functions  already  vested 
in  it  by  Congress  in  the  acts  above  referred  to. 

We  trust  that  the  committee  will  find  it  agreeable  to  either  eliminate  Federal 
Prison  Industries,  Inc.,  from  section  101  of  the  bill  or  adopt  the  suggested  amend¬ 
ment  to  section  104.  If  the  committee  feels  that  this  cannot  or  should  not  be 
done,  the  Director  of  the  Bureau  of  Prisons,  who  is  also  Commissioner  of  Indus¬ 
tries  of  the  Corporation,  and  the  members  of  the  Board  of  Directors  would  appre¬ 
ciate  the  privilege  of  appearing  before  the  committee  and  further  presenting  their 
views. 


Sincerely  yours, 


A.  H.  Conner,  Associate  Commissioner. 


Amendment  to  H.  R.  2177  Proposed  by  Federal  Prison  Industries,  Inc., 

Committee  Print  No.  2 

Page  7,  line  11,  insert  the  following  after  the  wmrd  “lawr”:  nor  shall  any  provision 
of  this  section  be  construed  as  affecting  in  any  wray  the  provisions  of  Executive 
Order  6917  of  December  11,  1934. 

Executive  Order  No.  6917 

i 

creating  a  body  corporate  to  be  known  as  federal  prison  INDUSTRIES,  INC. 

By  virtue  of  the  authority  vested  in  me  by  the  Act  of  June  23,  1934  (Public, 
No.  461,  73d  Congress),  it  is  hereby  ordered  that  a  corporation  of  the  District  of 
Columbia  be  and  is  hereby  created,  said  corporation  to  be  named  as 

FEDERAL  PRISON  INDUSTRIES,  INC. 

1.  The  governing  body  of  said  corporation  shall  consist  of  a  board  of  five 
directors  to  hold  office  at  the  pleasure  of  the  President.  The  following  persons  shall 
constitute  the  first  Board  of  Directors: 

Mr.  Sanford  Bates 
Mr.  Thomas  A.  Rickert 
Hon.  John  B.  Miller 
Dr.  M.  L.  Brittain 
Mr.  Sam  A.  Lewisohn 
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2.  The  principal  office  of  said  corporation  shall  be  in  the  City  of  Washington, 
District  of  Columbia,  but  the  corporation  shall  have  power  and  authority  to 
establish  such  other  offices  or  agencies  as  it  may  deem  necessary  or  appropriate. 

3.  Ihe  said  corporation  shall  have  power  to  determine  in  what  manner  and  to 
what  extent  industrial  operations  shall  be  carried  on  in  the  several  penal  and 
correctional  institutions  of  the  United  States  and  shall,  so  far  as  practicable,  so 
diversify  prison  industrial  operations  that  no  single  private  industry  shall  be  forced 
to  bear  an  undue  burden  of  competition  with  the  products  of  the  prison  work¬ 
shops.  It  shall  also  have  power  to  do  all  things  it  is  authorized  to  do  by  the  said 
Act  of  June  23,  1934,  and  all  tilings  incident  to  or  necessary  or  proper  in  the 
exercise  of  its  functions. 

4.  Pursuant  to  the  provisions  of  Section  4  of  the  said  Act,  the  Secretary  of  the 
Treasury  is  directed  to  transfer  to  a  fund  to  be  known  as  “the  Prison  Industries 
Fund”  all  balances  standing  to  the  credit  of  the  Prison  Industries  Working  Capital 
Fund  on  the  books  of  the  Treasury  and  the  corporation  is  authorized  to  employ  the 
aforesaid  funds,  and  any  earnings  that  may  hereafter  accrue  to  the  corporation,  as 
operating  capital. 

5.  The  Attorney  General  is  directed  to  transfer  to  the  corporation  hereby 
created  all  personal  property,  assets,  accounts  receivable,  and  equipment  of  any 
and  every  kind  now  under  the  jurisdiction  of  the  Industrial  Division  of  the  Bureau 
of  Prisons  of  the  Department  of  Justice. 

6.  The  corporation  shall  assume  all  valid  claims  and  obligations  now  pavable 
out  of  the  Prison  Industries  Working  Capital  Fund. 

7.  Said  corporation  shall  have  power  to  sue  and  be  sued. 

8.  Any  vacancies  occurring  in  the  membership  of  the  Board  of  Directors  shall 
be  filled  by  the  President  of  the  United  States. 

9.  The  heads  of  the  several  executive  departments,  independent  establishments, 
and  Government-owned  and  Government-controlled  corporations  shall  cooperate 
with  the  corporation  in  carrying  out  its  duties  and  shall  purchase  at  not  to  exceed 
current  market  prices,  the  products  or  services  of  said  industries,  to  the  extent 
required  or  permitted  by  law. 

10.  All  powers  and  duties  vested  in  the  Attorney  General  and  not  specifically 
transferred  to  the  corporation  by  said  Act  of  June  23,  1934,  or  by  this  Executive 
Order  and  assumed  bv  said  corporation,  shall  remain  vested  in  the  Attorney  Gen¬ 
eral  or  his  duly  qualified  representatives  as  heretofore. 

Franklin  D.  Roosevelt. 

The  White  House,  December  11,  1934. 


War  Department, 
Washington,  D.  C.,  May  9,  1949. 

Hon.  Carter  Manasco, 

Chairman,  Committee  on  Expenditures  in  the  Executive  Departments, 

House  of  Representatives,  Washington,  D.  C. 

My  Dear  Mr.  Chairman:  1.  Reference  is  made  to  your  letter  of  February  22, 
1945,  in  which  you  requested  the  views  of  the  Panama  Railroad  Company  on 
bill  H.  R.  2177,  to  provide  for  financial  control  of  Government  corporations. 

2.  This  office  is  fully  in  accord  with  the  general  objective  of  the  proposed  legis¬ 
lation,  which  is  to  provide  closer  control  by  the  Congress  over  the  operations  of 
Government  corporations.  However,  it  is  apprehended  that  some  of  the  more 
restrictive  provisions  of  the  bill,  especially  certain  of  the  budgetary  provisions 
contained  in  sections  103  to  105,  will  considerably  impair  the  effectiveness  of  the 
organization  (including  the  Panama  Railroad  Company)  which  has  been  perfected 
as  the  result  of  many  years  of  experience  to  meet  the  unusual  requirements  for 
the  satisfactory  operation  of  the  Panama  Canal.  Anything  in  the  proposed 
legislation  which  would  interfere  with  the  efficient  working  of  the  Panama  Canal 
without  adequate  compensatory  advantages  would  be  a  matter  of  great  concern 
to  this  Department. 

3.  The  organization  for  the  operation,  maintenance,  and  sanitation  of  the 
Panama  Canal  and  the  government  of  the  Canal  Zone  and  the  numerous  subsid¬ 
iary  functions  and  facilities  incident  thereto,  consists  of  two  complementary  main 
parts,  each  with  well  defined  functions,  but  both  under  the  same  general  direction, 
as  follows: 

(a)  The  Panama  Canal,  an  independent  Government  agency,  under  the  direc¬ 
tion  of  the  Secretary  of  War  but  not  a  part  of  the  War  Department.  The  Panama 
Canal,  as  a  governmental  agency,  exercises  governmental  functions  relating  to  the 
primary  mission  of  the  organization  to  move  ships  through  the  Canal  and  to 
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provide  essential  service  to  these  ships  and  to  ships  at  the  terminal  ports  of  the 
Canal,  and  to  administer  the  government  of  the  Canal  Zone.  The  operations  of 
the  Panama  Canal  are  financed  by  appropriations.  The  revenues  from  tolls  for 
the  use  of  the  Canal  are  paid  directly  into  the  Treasury  of  the  United  States,  as 
are  all  other  revenues,  except  when  reappropriated  by  the  Congress. 

( b )  The  Panama  Railroad  Company,  which  operates  the  railroad  crossing  the 
Isthmus,  the  steamship  line  which  prior  to  the  entrance  of  the  United  States  into 
the  war  plied  between  New  York  and  the  Isthmus,  the  docks  and  harbor  terminals 
on  the  Isthmus,  coaling  plants  for  ships,  commissary  stores  supplying  employees 
and  ships,  dry  and  cold  storage  plants  for  supplies,  the  telephone  system  of  the 
Canal  Zone,  and  other  activities  of  a  similar  character,  all  of  a  purely  commercial 
character  essential  to  the  operation  of  the  Canal  and  the  maintenance  of  the 
thousands  of  employees  required  for  the  maintenance  and  operation  of  the  vast 
Canal  enterprises.  The  operations  of  the  Company  are  financed  with  its  own 
funds  and  without  appropriations  from  Congress. 

4.  Although  the  operations  of  the  Panama  Canal  and  the  Panama  Railroad 
Company  are  conducted  as  separate  units,  particularly  insofar  as  their  finances 
are  concerned,  the  general  policies  governing  their  operations  are  determined  with 
a  view  to  accomplishing  the  most  effective  operation  of  the  organization  as  a 
whole.  Any  reduction  in  the  efficiency  of  the  railroad’s  operations  will  have  an 
immediate  harmful  effect  upon  the  operation  of  the  Canal,  as  well  as  upon  the 
operations  of  the  Army,  Navy,  and  other  Government  agencies  in  the  Canal 
Zone  that  look  to  it  for  essential  services. 

HISTORY  OF  THE  PANAMA  RAILROAD  COMPANY 

5.  The  Panama  Railroad  Company  is  the  oldest  wholly  Government-owned 
corporation,  and  the  only  such  corporation  that  was  organized  originally  as  a 
private  corporation.  It  was  incorporated  by  an  act  of  the  legislature  of  the  State 
of  New  York  on  April  7,  1849,  and  was  operated  under  private  control  until  1881 
when  the  original  French  Canal  Co.  acquired  the  great  majority  of  the  70,000 
shares  of  its  stock.  This  company  and  its  successor,  the  New  Panama  Canal 
Co.,  continued  to  operate  the  railroad  company  as  a  common  carrier  and  also  as  au 
adjunct  to  their  attempt  to  construct  a  canal,  until  1904,  when  their  stock  (68,888 
shares)  passed  to  the  ownership  of  the  United  States  as  a  part  of  the  assets  of  the 
New  Panama  Canal  Co.  which  were  purchased  for  the  sum  of  $40,000,000,  as 
authorized  by  the  act  of  Congress  approved  June  28,  1902.  The  remaining  1,112 
shares  were  purchased  from  private  owners  in  1905  at  an  average  cost  of  approxi¬ 
mately  $140  per  share. 

6.  The  act  of  June  28,  1902,  also  authorized  the  President  to  construct  the 
Panama  Canal,  through  an  Isthmian  Canal  Commission  of  seven  members.  By 
Executive  order  of  May  9,  1904,  the  President  directed  that  the  activities  of  the 
Isthmian  Canal  Commission  be  carried  on  under  the  supervision  and  direction  of 
the  Secretary  of  War.  The  same  order  provided  that  all  members  of  the  Isthmian 
Canal  Commission  be  elected  to  the  Board  of  Directors  of  the  Panama  Railroad 
Company  and  that  the  policy  of  the  Panama  Railroad  Company  be  completely 
harmonized  with  the  policy  of  the  Government  in  making  it  an  adjunct  to  the 
construction  of  the  Canal,  while  at  the  same  time  fulfilling  the  purpose  for  which 
it  was  constructed  as  a  route  of  commercial  movement  across  the  Isthmus  of 
Panama.  This  policy  was  adopted  to  conform  to  the  views  expressed  in  the 
House  committee  report  recommending  the  passage  of  the  act  of  June  28,  1902,  as 
follows: 

“The  successful  construction  of  the  Panama  Canal  demands  that  the  United 
States  shall  own  and  operate  the  Panama  Railroad.  In  doing  this,  however, 
neither  its  earning  capacity  nor  its  efficiency  as  an  artery  of  commerce  should  be 
impaired.” 

7.  Certain  appropriated  moneys  were  advanced  to  the  Company  during  the 
construction  of  the  Panama  Canal  for  new  equipment  and  improvements  and  for 
retiring  outstanding  first-mortgage  bonds,  and  in  return  the  Company’s  interest- 
bearing  notes  for  the  moneys  advanced  were  deposited  in  the  Treasury.  Partial 
payments  were  made  on  these  notes  from  the  Company’s  revenues,  but  the  act  of 
March  4,  1911  (36  Stat.  1451),  directed  that  the  Company  should  make  no  fur¬ 
ther  payment  on  the  principal  or  interest  of  notes  in  question,  and  the  act  of 
May  14,  1928  (45  Stat.  532),  directed  the  Treasurer  of  the  United  States  to  cancel 
these  notes  and  surrender  them  to  the  Company.  The  unpaid  principal  of  the 
notes  aggregated  $3,297,332.11.  The  suspension  of  payments  on  the  notes  en¬ 
abled  the  Company  to  reduce  its  charges  to  the  Isthmian  Canal  Commission  for 
transportation  and  other  services,  and  effected  savings  in  the  cost  of  constructing 
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the  Canal  which  materially  exceeded  the  total  amount  forgiven.  Except  for 
appropriations  for  the  purchase  of  the  capital  stock  and  the  advances  mentioned 
above,  the  Panama  Railroad  Company  has  received  no  appropriations  since  it 
became  the  property  of  the  United  States. 

8.  In  anticipation  of  the  completion  of  the  Canal,  the  Panama  Canal  Act,  ap¬ 
proved  August  24,  1912,  authorized  the  President  to  discontinue  the  Isthmian 
Canal  Commission  and  thereafter  to  govern  and  operate  the  Panama  Canal  and 
govern  the  Canal  Zone  through  a  Governor  of  the  Panama  Canal  to  be  appointed 
by  the  President.  Under  authority  of  this  act  the  permanent  organization  of  the 
Panama  Canal  was  established  by  the  President  in  Executive  order  of  January 
27,  1914,  which  again  provided  that  the  administration  of  the  affairs  of  the 
Panama  Canal  be  subject  to  the  supervision  of  the  Secretary  of  War. 

9.  In  recognition  of  the  great  value  and  advantage  to  the  United  States  Gov¬ 
ernment  and  the  Panama  Canal  of  having  certain  business  operations  related  to 
the  Canat  conducted  by  the  Railroad  because  of  its  greater  flexibility  as  a  New 
York  corporation,  the  Panama  Canal  Act  authorized  the  President  to  establish, 
maintain,  and  operate,  through  the  Panama  Railroad  Company,  or  otherwise, 
numerous  types  of  business  activities  related  to  the  Canal.  This  authority  was 
exercised  in  many  cases,  and  the  conduct  of  incidental  business  operations  by  the 
Panama  Railroad  Company  has  been  continued  to  date  with  very  satisfactory 
results. 

10.  The  policy  of  harmonizing  the  Panama  Railroad  and  Panama  Canal 
operations  is  made  effective  by  the  direct  supervision  of  the  Secretary  of  War, 
who  nominates  or  approves  the  13  directors  who  administer  the  affairs  of  the 
railroad.  The  entire  capital  stock  of  the  Company  stands  in  the  name  of  the 
Secretary  of  War,  with  the  exception  of  the  13  shares  which  are  issued  to  the 
directors  for  qualification  purposes  but  which  remain  in  the  custody  of  the  Sec¬ 
retary  of  War.  The  Governor  and  the  engineer  of  maintenance  of  the  Panama 
Canal  are  President  and  Second  Vice  President,  respectively,  of  the  Panama 
Railroad  Company,  as  well  as  directors.  Of  the  remaining  11  members  of  the 
present  Board  of  Directors,  2  are  former  Governors  of  the  Panama  Canal,  1  is  a 
lieutenant  general  and  1  a  colonel  of  the  Army,  and  7  are  civilians,  including  2 
assistants  to  the  Secretary  of  War,  the  Chief  of  the  Washington  office  of  the 
Panama  Canal,  2  officials  of  the  Company  of  long  service,  the  general  counsel 
of  the  Company,  and  the  vice  president  of  a  New  York  bank. 

11.  Under  the  supervision  of  the  Board  of  Directors  selected  by  the  Secretary 
of  War,  the  Company  has  paid  substantial  dividends  into  the  Treasury  of  the 
United  States  and  greatly  increased-  the  capital  assets  of  the  Company,  without 
the  assistance  of  appropriations  other  th&n  those  mentioned  in  paragraph  7 
abovdr  In  addition  to  furnishing  railroad  and  other  service  to  various  Govern¬ 
ment  departments  and  establishments  in  the  Canal  Zone  at  rates  much  below 
those  provided  for  in  the  Company’s  commercial  tariffs,  the  Company’s  steam¬ 
ship  line  carried  Government  cargo  and  passengers  during  the  20  years  prior  to 
1942  (when  the  steamers  were  requisitioned  for  use  for  direct  war  purposes)  at 
rates  which  represent  reductions  from  tariff  of  more  than  $10,000,000.  The 
Company  lias  no  bonded  indebtedness  and  does  not  exercise  the  borrowing  power 
provided  in  its  charter. 

DISCUSSION 

12.  Unlike  most  Government  corporations,  the  Panama  Railroad  Company 
does  not  exercise  functions  which  are  partly  governmental  in  character  in  addi¬ 
tion  to  its  commercial  functions.  All  governmental  functions  related  to  the 
operation  of  the  Canal  are  exercised  by  the  Panama  Canal,  and  all  of  the  func¬ 
tions  of  the  Panama  Railroad  Company  are  definitely  and  completely  commer¬ 
cial  in  character.  It  differs  also  from  most  Government  corporations  in  receiving 
no  appropriations  and  in  financing  its  current  operations  and  necessary  capital 
expansions  from  its  own  revenues. 

13.  The  Panama  Railroad  Company  is  essentially  a  service  agency  for  the 
Panama  Canal,  the  Army,  the  Navy,  and  the  Republic  of  Panama,  and  it  is 
required  to  adapt  its  operations  without  delay  to  the  changing  needs  of  the 
organizations  and  interests  which  it  serves.  For  example,  the  decision  was 
made  some  months  ago  to  base  in  the  Canal  Zone  a  large  fleet  of  vessels  engaged 
in  traffic  of  vital  importance  to  the  war  in  the  Pacific,  and  the  Panama  Railroad 
Company  was  required  on  extremely  short  notice  to  assume  the  responsibility  for 
furnishing  food,  clothing,  and  other  necessities  to  those  vessels,  a  task  equivalent 
in  magnitude  to  supplying  an  additional  population  of  over  15,000  persons  and 
involving  considerable  increases  in  both  administrative  and  nonadministrative 
expenses.  Because  of  the  flexibility  possible  under  its  present  autonomous 
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organization,  the  Company  was  able  to  accomplish  this  task  without  undue 
difficulty  and  to  the  entire  satisfaction  of  the  War  Shipping  Administration. 
Similar  emergency  action  has  been  required  on  numerous  occasions  in  the  past, 
particularly  since  the  beginning  of  the  present  war,  and  other  emergencies  will 
arise  in  the  future  in  connection  with  the  greatly  increased  traffic  which  will 
result  from  the  shifting  of  the  principal  theater  of  war  to  the  Pacific.  It  is 
essential  that  the  Company  retain  sufficient  freedom  of  action  to  permit  it  to  meet 
such  emergencies  in  the  future  as  it  has  in  the  past. 

14.  The  provisions  of  the  bill  which  it  is  believed  would  unduly  hamper  the 
operations  of  the  Panama  Railroad  Company  are  the  budgetary  provisions 
contained  in  sections  102,  103,  and  104. 

15.  The  nature  and  magnitude  of  the  Company’s  operations  depend  almost 
entirely  upon  the  general  level  of  activity  of  the  various  Government  agencies  in 
the  Canal  Zone  and  of  private  and  governmental  business  in  the  Republic  of 
Panama.  That  level  for  agencies  of  the  United  States  will  depend  largely  upon 
the  action  taken  on  budget  estimates  submitted  simultaneously  with  the  pro¬ 
posed  Panama  Railroad  Company  budget.  The  demands  upon  the  Company  by 
the  Republic  of  Panama  will  depend  upon  general  world  conditions  and  upon  Canal 
Zone  activities,  which  are  reflected  in  Panama.  None  of  these  factors  can  be 
anticipated  with  sufficient  accuracy  to  establish  a  basis  for  reasonable  budget 
estimates,  either  administrative  or  nonadministrative.  As  examples  of  the 
fluctuations  which  have  occurred  from  these  causes  in  the  past  may  be  cited  the 
operating  revenues  of  the  Commissary  Division,  which  varied  from  $8,898,000 
in  1939  to  $46,948,000  in  1943,  and  of  the  railroad  proper,  which  varied  from 
$1,601,000  in  1939  to  $4,915,000  in  1942.  Under  these  circumstances,  any 
budget  estimates  submitted  by  the  Panama  Railroad  Company  will  necessarily 
be  little  better  than  guesses,  and  if  the  Company  is  held  to  compliance  with  such 
a  budget  program  its  operations  may  be  seriously  hampered. 

16.  The  second  paragraph  of  section  103  of  the  bill  purports  to  provide  for 
authorization  to  cover  possible  emergency  or  contingency  operations,  but  restricts 
operations  t  hereunder  to  those  which  have  received  prior  approval  by  the  Presi¬ 
dent.'  This  restriction  is  more  severe  than  are  the  restrictions  imposed  on  regular 
Government  agencies,  and  would  largely  nullify  the  benefit  of  the  authorization 
for  use  in  emergencies. 

17.  Section  104  of  the  bill  limits  expenditures  for  administrative  purposes  in 
any  fiscal  year  to  the  amounts  authorized  and  made  available  by  Congress  for 
such  fiscal  year.  The  bill  does  not  define  “administrative  expenses,”  and  it  is 
believed  that  no  satisfactory  definition  applicable  to  all  of  the  many  different 
types  of  corporations  affected  by  the'  bill  could  be  devised.  Unless  the  definition 
adopted  administratively  for  the  Panama  Railroad  Company  takes  full  account 
of  the  nature  and  fluctuations  of  the  Companj^’s  business,  the  ability  of  the 
Company  to  fulfill  its  responsibilities  will  be  seriously  impaired. 

18.  Section  104  of  the  bill  also  provides,  with  respect  to  funds  made  available 
by  Congress  for  administrative  expenses,  that  claims  and  accounts  thereunder 
shall  be  subject  to  adjustment  and  settlement  by  the  General  Accounting  Office 
under  title  III  of  the  Budget  and  Accounting  Act,  1921.  It  is  believed  that 
this  provision  constitutes  an  entry  into  the  sphere  of  administration  of  corporate 
activities  and  consequently  invades  the  legitimate  province  of  the  corporation, 
and  that  it  is  not  necessary  to  the  proposed  policy  of  Congress  as  stated  in  section 
2  of  the  bill.  It  is  my  opinion  that  the  aduits  and  reports  prescribed  by  sections 

105  and  106  will  suffice  to  disclose  any  abuses  that  may  occur  of  the  corporation’s 
authority  to  settle  and  adjust  all  claims  and  accounts,  whether  they  pertain  to 
administrative  or  nonadministrative  expenditures. 

19.  Summarizing  the  comments  above  on  sections  102  to  104  of  the  bill,  I 
believe  that  the  restrictive  provisions  of  these  sections  may  seriously  hamper 
the  Panama  Railroad  Company  in  the  efficient  discharge  of  its  important  respon¬ 
sibilities,  and  that  it  is  not  in  the  interest  of  the  Panama  Railroad  Company, 
and  consequently  not  fn  the  interest  of  the  Panama  Canal,  to  impose  such  restric¬ 
tions. 

20.  Referring  to  sections  105  and  106  of  the  bill,  the  Panama  Railroad  Company 
has  no  objection  whatever  to  the  audit  of  its  accounts  by  the  General  Accounting 
Office  “in  accordance  with  the  principles  and  procedures  applicable  to  commercial 
corporate  transactions,”  which  has  already  been  directed  by  Public  Law  4  of  the 
present  Congress,  approved  February  24,  1945.  It  is  noted,  however,  that  section 

106  would  require  the  Comptroller  General  to  include  in  his  report  of  the  audit  to 

Congress  “recommendations  for  *  *  *  the  payment  of  such  dividends  as,  in 

his  judgment,  should  be  accomplished.”  The  fixing  of  the  financial  policy  of  a 
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corporation,  including  the  payment  of  dividends,  is  one  of  the  most  important 
functions  of  management,  and  this  is  particularly  true  in  the  case  of  the  Panama 
Railroad  Company,  whose  financial  policy  must  be  a  very  conservative  one  for 
the  reason  that  the  company  receives  no  appropriations  and  does  not  exercise 
the  power  to  borrow  included  in  its  charter.  It  is  submitted  that  the  quoted 
language  of  section  106  would  tend  to  substitute  the  judgment  of  the  Comptroller 
General  for  that  of  the  Board  of  Directors  with  regard  to  the  financial  policy  of  the 
company,  in  view  of  the  weight  customarily  given  by  Congress  to  therecom- 
mendations  of  the  Comptroller  General.  It  is  believed  that  in  the  case  of  corpo¬ 
rations  whose  affairs  are  managed  by  a  responsible  board  of  directors,  the  Comp¬ 
troller  General’s  recommendations  as  to  the  payment  of  dividends  should  be  made 
in  the  first  instance  to  the  board  of  directors,  rather  than  directly  to  Congress. 


CONCLUSIONS 


21.  The  Panama  Railroad  Company  was  incorporated  nearly  100  years  ago  as 
a  New  York  corporation,  and  for  over  40  years  has  been  operated  as  a  Government 
corporation  with  conspicuous  success  and  without  material  criticism  actually  sup¬ 
portable  by  facts.  Its  operations  are  supervised  by  the  Secretary  of  War  and 
managed  by  a  Board  of  Directors  who  are  deeply  conscious  of  their  responsibility 
to  the  United  States,  as  well  as  of  their  personal  responsibility  as  directors  under 
the  laws  of  the  State  of  New  York.  The  activities  of  the  company  are  highly 
diverse,  and  with  minor  exceptions  are  indissolubly  linked  with  the  field  of  com¬ 
mercial  transport  and  international  maritime  commerce,  which  is  not  a  field  well 
adapted  to  stringent  centralized  control  by  authorities  outside  the  corporation. 
Since  the  volume  of  the  company’s  business  depends  almost  entirely  upon  factors 
beyond  its  control,  accurate  and  reliable  budget  •  estimates  more  than  18 
months  in  advance  of  the  end  of  the  period  covered  by  the  estimates  are  im-^ 
practicable. 

22.  The  Panama  Railroad  Company  is  an  essential  adjunct  to  the  Panama 
Canal  and  has  contributed  notably  to  the  success  of  the  Canal  as  a  waterway 
which  serves  the  commerce  of  the  world  in  peacetime  but  is  devoted  largely  to 
the  needs  of  the  war  effort  in  wartime.  Its  subsidiary  functions  as  a  service 
organization  for  other  Government  agencies  and  as  a  transportation  facility  serv¬ 
ing  the  needs  of  the  Republic  of  Panama  and  the  Canal  Zone  are  important  at  all 
times,  but  are  particularly  so  during  a  national  emergency.  In  order  that  the 
Company  may  efficiently  carry  on  its  vital  activities,  it  is  essential  that  it  have  a 
high  degree  of  autonomy.  This  autonomy  would,  it  is  feared,  be  seriously  impaired 
by  the  enactment  of  the  present  legislation. 

23.  In  view  of  the  unique  status  of  the  Panama  Railroad  Company  among 
Government  corporations,  both  historically  and  functionally,  the  vital  importance 
of  its  work,  both  in  peace  and  in  war,  its  record  of  successful  management  in  the 
past,  and  the  location  of  its  principal  operations  at  a  great  distance  from  the  seat 
of  government,  it  is  believed  that  ample  justification  exists  for  eliminating  it  from 
the  list  of  corporations  to  be  affected  by  the  pending  bill.  It  is  my  recommenda¬ 
tion  that  such  action  be  taken. 

24.  The  Director,  Bureau  of  the  Budget,  has  advised  that  while  there  would 
be  no  objection  to  the  Department  submitting  such  report  on  the  bill  as  it  may 
deem  appropriate,  the  enactment  of  legislation  which  would  accomplish  the  general 
objective  of  H.  R.  2177  would  be  in  accord  with  the  program  of  the  President. 

Sincerely  yours, 

(Signed)  Henry  L.  Stimson, 

Secretary  of  War. 


War  Department, 
Washington,  D.  C.,  May  30,  1945. 

Hon.  Carter  Manasco, 

Chairman,  Committee  on  Expenditures  in  the  Executive  Departments, 

House  of  Representatives. 

Dear  Mr.  Manasco:  The  War  Department  has  given  carefid  consideration  to 
H.  R.  2177,  Seventy-ninth  Congress,  a  bill  to  provide  for  financial  control  of 
Government  corporations,  on  which  you  have  requested  an  expression  of  its  views. 

The  purpose  of  the  proposed  legislation  is  to  bring  Government  corporations 
and  their  transactions  and  operations  under  annual  scrutiny  by  the  Congress  and 
to  provide  for  their  current  financial  control.  This  would  be  accomplished  by 
requiring  all  “wholly  owned  Government  corporations,”  as  listed  in  section  101 
of  the  bill,  to  prepare  and  submit  to  the  Congress  annual  budget  programs  in 


64  FINANCIAL  CONTROL.  OF  GOVERNMENT  CORPORATIONS 


substantially  the  same  manner  as  is  now  required  of  the  exective  departments  and 
establishments.  The  Bureau  of  the  Budget  would  also  be  authorized  to  prescribe 
the  form,  contents,  and  manner  of  presentation  of  such  budget  programs,  which 
would  contain  estimates  of  administrative  expenses  and  necessary  borrowing  of 
funds,  as  well  as  estimates  of  the  amount  of  capital  funds  to  be  returned  to  the 
Treasury  of  the  United  States  or  of  any  appropriations  required  to  restore  capital 
impairments.  The  activities  of  such  corporations  would  be  limited  to  those 
authorized  by  Congress  in  the  budget  program.  Upon  the  recommendation  of  the 
Bureau  of  the  Budget,  approved  by  the  President,  such  corporations  could  be 
treated  as  Government  agencies  rather  than  as  corporat  ions,  if  Congress  approved 
such  recommendation. 

The  bill  further  provides  that  both  wholly  owned  Government  corporations 
and  those  of  mixed  Government  and  private  ownership,  as  listed  in  section  201 
of  the  bill,  would  be  audited  by  the  General  Accounting  Office,  in  accordance 
with  principles  and  procedures  applicable  to  commercial  corporate  transactions, 
an  annual  report  of  such  audit  thereof  to  be  made  to  Congress.  Various  general 
provisions  of  the  bill  relate  to  banking  and  checking  accounts  of  Government 
corporations  and  other  details  concerning  the  conduct  of  their  business. 

The  War  Department  is  interested  in  two  corporations  mentioned  in  section 
101  of  the  bill,  namely;  the  United  States  Spruce  Production  Corporation  and  the 
Panama  Railroad  Company. 

The  United  States  Spruce  Production  Corporation  was  organized  pursuant  to 
the  Army  Appropriation  Act  of  July  9,  1918,  under  the  laws  of  the  State  of 
Washington.  Its  affairs,  however,  have  been  dormant  for  a  number  of  years,  it 
has  no  annual  or  other  budget,  and  there  appears  to  be  no  reason  for  its  inclusion 
in  the  bill  unless  the  Government  should  contemplate  reviving  its  activities.  The 
War  Department  has  no  such  intention. 

With  fespect  to  the  Panama  Railroad  Company,  however,  this  Department, 
under  date  of  May  9,  1945,  as  you  know,  submitted  its  report  on  behalf  of  that 
Corporation,  in  which  opposition  was  expressed  to  the  application  of  the  proposed 
legislation  to  the  Panama  Railroad  Company,  due  to  its  unusual  situation  and  the 
nature  of  its  business.  For  the  reasons  stated  in  its  report  of  May  9,  1945,  this 
'Department  is  opposed  to  subjecting  the  Panama  Railroad  Company  to  the 
restrictive  requirements  of  the  bill.  Otherwise  the  War  Department  has  no  ob¬ 
jection  to  enactment  of  this  legislation,  and  is  in  accord  with  its  general  objectives. 

This  Department  is  unable  to  estimate  the  fiscal  effect  of  enactment  of  H.  R. 
2177. 

In  connection  with  the  report  submitted  on  behalf  of  the  Panama  Railroad 
Company,  the  Bureau  of  the  Budget  advised  that,  while  there  would  be  no  objec¬ 
tion  to  the  submission  of  that  unfavorable  report,  the  enactment  of  legislation, 
which  would  accomplish  the  general  objective  of  II.  R.  2177,  would  be  in  accord 
with  the  program  of  the  President. 

Sincerely  yours, 

(Signed)  Henry  L.  Stimson, 

Secretary  of  War. 


Federal  Deposit  Insurance  Corporation, 

Washington,  May  10,  1945. 

Hon.  Carter  Manasco, 

Chairman,  Committee  on  Expenditures  in,  the  Executive  Departments, 

House  of  Representatives,  Washington,  D.  C. 

My  Dear  Congressman:  In  accordance  with  your  letter  of  February  20,  1945, 
we  are  pleased  to  submit  the  opinion  of  this  Corporation  as  to  the  merits  of  H.  R. 
2177,  a  bill  to  provide  for  financial  control  of  Government  corporations. 

We  are  in  accord  with  one  of  the  chief  purposes  of  the  bill,  which  is  to  authorize 
the  General  Accounting  Office  to  make  annual  audits  of  the  financial  transactions 
of  all  Government  corporations. 

The  bill  is  an  omnibus  bill  applicable  to  many  different  Governmeht  corpora¬ 
tions  created  for  varying  social,  economic,  oP  political  reasons.  If  the  Federal 
Deposit  Insurance  Corporation  is  brought  under  this  bill,  which  seems  to  be  de¬ 
signed  primarily  for  Government  lending  agencies,  there  is  danger  that  it  will  be 
subjected  to  restrictions  which  are  neither  necessary  nor  desirable. 

In  its  present  form,  the  bill  would  make  radical  changes  in  the  existing  corpo¬ 
rate  powers  of  this  Corporation  which  we  believS  may  not  be  intended.  If  this 
Corporation  has  powers  which  Congress  considers  it  desirable  to  recall  or  change, 
we  believe  it  preferable  to  accomplish  these  changes  by  amendment  of  its  organic 
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statute  rather  than  by  an  omnium  gatherum  bill.  This  would  assure  integration 
of  the  Corporation’s  organic  law  and  avoid  the  strictures  resulting  from  fitting 
the  Corporation  into  a  pattern  not  specially  designed  for  its  operations. 

Under  section  101  of  the  bill,  the  Federal  Deposit  Insurance  Corporation  is 
■designated  as  a  "wholly  owned  Government  corporation.”  This  is  the  first  time 
it  has  been  so  described.  The  Corporation  was  expressly  characterized  as  a 
“mixed  ownership  corporation”  by  the  Joint  Committee  of  Reduction  of  Non- 
essential  Federal  Expenditures  (see  committee  report  on  August  1,  1944,  S.  Doc. 
No.  227,  78th  Cong.,  at  p.  20)  J  The  effect  of  the  "wholly  owned”  classification 
would  be  to  subject  to  budgetary  and  audit  control,  funds  of  the  Corporation 
which  are  nongovernmental  in  origin  and  which  are  dedicated  to  the  protection 
of  depositors  of  banks  which  have  paid  these  funds  as  deposit  insurance  assess¬ 
ments.  To  treat  the  Corporation  as  a  wholly  owned  Government  corporation 
under  the  bill  would  deprive  the  Corporation  of  one  of  the  chief  advantages  of 
its  corporate  status,  a. status  which  we  believe  Congress  gave  it  deliberately  in 
order  that  it  might  be  free  from  undesirable  restrictions  and  thereby  enabled  to 
operate  more  efficiently. 

Sections  102  and  104  of  the  bill  would  require  the  Corporation  to  prepare 
annually  a  budget  program  covering  all  operations  for  the  ensuing  fiscal  year  and 
would  prohibit  the  Corporation  from  transacting  any  business  except  such  as  was 
authorized  by  the  Congress  as  a  part  of  its  budget  program  for  such  fiscal  year. 
These  sections  would  necessitate  estimating  expenditures  required  to  settle  claims 
for  insured  deposits,  in  closed  banks,  advances  to  insu 'ed  banks  to  avert  losses  or 
reduce  the  risk  of  the  Corporation  and  expenditures  for  protection  and  adminis¬ 
tration  of  assets  acquired  from  insured  banks  and  held  for  purposes  of  liquidation. 
Such  requirements  are  thoroughly  unworkable  and  would  have  a  damaging  effect 
upon  public  confidence  in  the  banking  system.  Many  banks  close  because  of 
sudden  developments  which  cannot  be  anticipated;  others  because  of  long-standing 
problems  which  neither  bank  management  nor  supervising  authorities  have  been 
able  to  correct.  The  time  for  closing  banks  of  the  latter  class  depends  largely 
upon  local  conditions  and  attitudes  over  which  the  Corporation  has  no  control. 
The  Corporation  would  find  it  virtually  impossible  to  estimate  insurance  losses 
to  be  expected  in  any  year  with  any  degree  of  accuracy,  particularly  as  these  esti¬ 
mates  must  be  prepared  a  considerable  time  in  advance  of  the  period  for  which 
the  authorizations  would  be  required.  Mortality  tables  for  banks  cannot  be 
■established. 

Bank  failures  not  only  vary  widely  from  year  to  year  but  are  also  unpredictable. 
During  the  11  years  of  operation,  deposit  insurance  disbursements  (including 
■expenses  of  liquidation  and  payment  of  insured  depositors’  claims)  have  varied 
from  a  low  of  approximately  $1,000,000  in  1934,  to  a  high  of  $80,000,000  in  1940 
after  which  they  again  dropped  to  $6,000,000  in  1944.  The  same  variation  was 
experienced  in  the  70-year  period  prior  to  Federal  deposit  insurance.  Although 
the  amount  of  claims  involved  annually  is  not  available,  the  records  show  a  range 
of  annual  losses  to  depositors  from  bank  failures  of  a  low  of  one-one  hundredth  of 
1  percent  to  almost  nine-tenths  of  1  percent  of  total  annual  deposits  in  the  entire 
banking  system.  The  average  over  the  period  was  one-fourth  of  1  percent. 

Even  if  it  were  possible  for  the  Corporation  to  forecast  with  assurance  the 
amount  of  disbursements  required  to  protect  depositors  in  banks  in  financial 
difficulties,  it  would  be  highly  undesirable  to  make  such  estimates  public.  A 
budget  showing  large  anticipated  disbursements  for  protecting  depositors  would 
be  equivalent  to  a  prediction  that  bank  failures  are  ahead.  This  would  under¬ 
mine  confidence  and  thereby  tend  to  bring  on  the  very  catastrophe  which  the 
Federal  Deposit  Insurance  Corporation  was  established  to  prevent. 

It  is  unthinkable  that  the  Corporation,  which  was  created  to  insure  deposits 
and  restore  confidence  in  the  banking  system,  should  be  delayed  or  prevented 
from  performing  its  legal  obligations  by  inadequate  estimates  or  budgetary 
limitations;  yet  section  104  of  the  bill  would  apparently  prevent  the  Corporation 
from  making  expenditures  in  excess  of  amounts  authorized  by  Congress  for  any 
fiscal  year.  Instead  of  a  permanent  insurance  plan,  the  public  would  view  the 
Corporation  as  being  upon  a  year-to-year  basis  and  the  confidence  of  the  public 
in  its  ability  to  perform  would  be  shaken. 

Congress  placed  the  administration  of  the  deposit  insurance  law  with  a  corpora¬ 
tion  rather  than  a  Government  department  because  the  corporate  instrumentality 
is  peculiarly  appropriate  to  a  business  which  is  essentially  of  a  banking  character. 
The  Corporation  was  thereby  free  from  undesirable  restrictions  and  enabled  to 

1  The  General  Accounting  Office  characterizes  the  Corporation  as  “partially  Government-owned”  (see 
^Reference  Manual  of  Government  Corporations,  General  Accounting  Office,  Planning  and  Budget  Section) . 
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operate  in  a  businesslike  manner.  The  Corporation  and  the  (12)  Federal 
Reserve  banks  collectively  are  indispensable  factors  in  our  banking  system  and 
furnish  the  chief  support  for  our  principal  circulating  medium.  The  Government 
has  a  financial  interest  in  all  of  these  institutions  but  it  may  realize  upon  it  only 
by  liquidation.  We  note  that  the  Federal  Reserve  banks  are  not  brought  within 
this  bill  although  the  Government's  participation  in  these  institutions  is  consider- 
abty  greater  than  its  capital  investment  in  this  Corporation.2  We  believe  that 
the  reasons  for  excepting  the  Federal  Reserve  banks  from  the  operation  of  this 
bill  apply  with  equal  force  to  this  Corporation. 

The  power  of  the  Corporation  to  carry  working  balances  with  Federal  Reserve 
banks  or  insured  banks  would  be  limited  by  section  302  of  the  bill  which  requires 
all  accounts  to  be  kept  with  the  Treasurer  of  the  United  States  unless  otherwise 
approved  by  the  Secretary  of  the  Treasury.  Discretion  to  exercise  this  power 
is  now  vested  by  law  in  the  directors  of  the  Corporation.  It  has  been  exercised 
only  where  necessary  to  efficient  operation.  Balances  carried  by  the  Corporation 
outside  the  Treasury  on  December  31,  1944,  amounted  to  approximately  $800,000 
compared  with  its  balance  with  the  Treasurer  of  the  United  States  of  $16,000,000. 
It  is  necessary  that  the  Corporation  have  working  accounts  in  various  com¬ 
munities  in  order  to  have  funds  available  for  payment  of  expenses  incurred  in 
these  communities  in  connection  w  it h  the  liquidation  of  bank  assets,  the  payment 
of  insured  depositors’  claims,  and  the  collection  of  funds  realized  from  liquida¬ 
tions.  The  maintenance  of  these  accounts  should  be  left  to  the  sole  administra¬ 
tive  discretion  of  the  directors  of  the  Corporation  upon  whom  responsibility 
rests  for  operating  the  Corporation  in  an  efficient  manner.  To  impose  upon  the 
directors  of  the  Corporation  the  necessity  of  obtaining  the  approval  of  the 
Secretary  of  the  Treasury  for  maintenance  of  these  accounts  would  merely  divide 
the  administrative  responsibility  and  thereby  impair  the  efficiency  of  the  Cor¬ 
poration. 

Under  section  107  it  is  provided  that  no  additional  “Government  capital  or 
paid-in  surplus”  shall  be  subscribed  or  paid  in  to  any  wholly  owned  Government 
corporation  except  pursuant  to  specific  appropriation  therefor  “hereafter  made.” 
(A  similar  provision  is  contained  in  section  204  (a)  with  respect  to  mixed  owner¬ 
ship  Government  corporations.)  In  addition,  section  303  (a)  of  the  bill  would 
subject  the  power  of  the  Corporation  to  borrow  to  the  prerequisite  of  Treasury 
approval  despite  the  fact  that  its  securities  do  not  carry  a  Government  guaranty. 
Sections  107  and  303  (a)  would  thus  repeal  the  provisions  of  section  5e  (b)  of  the 
Recofistruction  Finance  Corporation  Act,  as  amended,  and  the  provisions  of  sub¬ 
section  (o)  (2)  of  section  12B  of  the  Federal  Reserve  Act,  as  amended.  Under 
the  first-mentioned  act  the  Reconstruction  Finance  Corporation  ^s  directed  to 
purchase  at  par.  up  to  a  maximum  of  $250,000,000,  such  debentures  or  other 
obligations  of  the  Federal  Deposit  Insurance  Corporation  as  are  authorized  to 
be  issued  by  it,  “upon  request  of  the  Board  of  Directors  of  the  Federal  Deposit 
Insurance  Corporation,  whenever  in  the  judgment  of  said  Board  additional  funds 
are  required  for  insurance  purposes.”  Under  the  provisions  of  the  second  act, 
the  Secretary  of  the  Treasury  is  authorized  and  directed  “whenever  In  the  judg¬ 
ment  of  the  Board  of  Directors  of  the  Corporation  additional  funds  are  required 
for  insurance  purposes,  to  purchase  obligations  of  the  Corporation  in  an  addi¬ 
tional  amount  of  not  to  exceed  $250,000,000  par  value.”  Both  acts  provide  that 
the  proceeds  derived  from  the  sale  of  such  obligations  “shall  be  used  by  the  Cor¬ 
poration  solely  in  carrying  out  its  functions  with  respect  to  such  insurance.” 
In  addition,  the  Secretary  of  the  Treasury,  under  the  second  act,  is  directed  to 
purchase  the  amount  specified  to  be  purchased  by  the  Reconstruction  Finance 
Corporation  if  the  latter  fails  to  do  so  and  is  further  authorized  to  purchase  any 
other  securities  of  the  Corporation  within  its  total  borrowing  power. 

In  the  technical  corporate  sense  the  proceeds  of  the  sale  of  debentures  or 
similar  obligations  do  not  constitute  capital  as  they  are  offset  by  a  corresponding 
debt  liability  on  the  issuing  corporation’s  balance  sheet.  However,  since  the 
purpose  of  sections  107  and  204  (a)  is  to  prevent  the  dedication  of  public  funds  to 
Government  corporation  use,  it  must  be  construed  as  a  prohibition  against  the 
Secretary  of  the  Treasury  or  the  Reconstruction  Finance  Corporation  subscribing 

2  The  surplus  accounts  of  the  Federal  Reserve  banks  as  of  December  31,  1944,  aggregated  $296,000,000, 
exclusive  of  $139,000,000  invested  by  these  banks  in  the  stock  of  the  Federal  Deposit  Insurance  Corporation. 
Under  sec.  7  of  the  Federal  Reserve  Act,  all  surplus  must  be  paid  to  the  U.  S.  Treasury  upon  dissolution 
or  liquidation  of  the  Federal  Reserve  banks.  As  of  December  31,  1944,  the  assets  of  the  Federal  Deposit 
Insurance  Corporation  consisted  of  $806,000,000  of  which  $150,000,000  or  18  percent  represented  the  capital 
investment  of  the  United  States  Treasury,  $139,000,000  or  17  percent  the  capital  investment  of  the  Federal 
Reserve  banks,  and  the  balance,  or  65  percent  of  the  total,  an  insurance  reserve  ereatedfrom  assessments 
paid  by  insured  banks  at  the  rate  of  one-twelfth  of  1  percent  annually  on  their  total  deposits  and  from 
income  derived  by  the  Corporation  from  its  investments. 
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to  the  debentures  or  notes  of  the  Corporation,  notwithstanding  the  express 
authorizations  and  directives  heretofore  enacted  by  the  Congress.  If  this  is  the 
intention,  the  provisions  are  definitely  objectionable  because  they  unnecessarily 
and  unjustifiably  weaken  the  financial  ability  of  the  Corporation  to  cope  with  a 
banking  crisis.  In  a  matter  involving  the  delicate  relationship  which  exists 
between  depositors  and  the  banking  system,  it  seems  far  better  to  provide  in 
advance  for  possible  crises  than  to  be  compelled  to  hurry  to  Congress  for  emer¬ 
gency  relief  after  a  crisis  has  become  a  fact.  If  it  is  not  the  intention  that  section 
107  and  section  204  (a)  limit  the  power  of  the  Treasury  and  the  Reconstruction 
Finance  Corporation  to  advance  further  funds  under  existing  legislative  authority, 
insofar  as  the  Corporation  is  concerned,  it  is  clearly  desirable  to  clarify  the  language 
so  that  “debt”  obligations  be  clearly  distinguished  from  “Government  capital  or 
paid-in  surplus.” 

The  Corporation’s  borrowing  power,  as  yet  never  exercised,  is  limited  by  its 
organic  law  to  three  times  the  sum  of  its  capital  plus  assessments  paid  by  insured 
banks  for  the  year  1936.  Early  critics  of  the  Corporation  questioned  its  ability 
to  market  securities  which  depended  for  repayment  upon  the  liquidation  of 
distressed  bank  assets  and  pointed  to  this  as  one  of  its  weaknesses  as  an  insuring 
agency.  Such  criticism  and  speculations  tended  to  undermine  the  public  con¬ 
fidence  at  the  outset  of  the  Corporation’s  existence.  To  remedy  this,  Congress 
enacted  the  legislation  referred  to. 

The  Secretary  of  the  Treasury  undoubtedly  would  purchase  the  Corporation’s 
obligations  in  such  amount  as  might  be  required  if  it  became  necessary  for  the 
Corporation  to  have  additional  funds  to  meet  a  critical  banking  situation.  Hence 
the  Treasury  would  derive  no  benefit  from  this  provision.  In  view  of  this,  a 
restriction  such  as  that  imposed  by  section  303  (a)  of  the  bill  would  serve  to 
detract  from  the  present  borrowing  power  of  the  Corporation  and  hence  weaken 
its  position  before  the  public.  Renewed  public  speculation  and  doubt  as  to  the 
extent  of  the  Corporation’s  power  to  assist  the  banking  system  or  protect  insured 
depositors  in  an  emergency  might  well  be  the  consequence  of  such  a  provision. 

At  the  present  time  the  directors  of  the  Corporation  would  determine,  under 
proper  circumstances,  the  rate  of  interest,  maturities,  terms,  and  form  of  obliga¬ 
tions  to  be  issued  by  the  Corporation,  and  the  Reconstruction  Finance  Corpora¬ 
tion  and  the  Secretary  of  the  Treasury  would  both  be  required  to  purchase  such 
obligations,  within  the  limits  prescribed  by  the  aforesaid  statutes,  whenever  in 
the  judgment  of  the  Board  of  Directors  of  this  Corporation  additional  funds  were 
required  for  insurance  purposes.  Section  303  (a)  would  change  all  this  by  sub¬ 
jecting  the  security  is^ue  privilege  to  the  approval  of  the  Treasury  as  to  form, 
denomination,  maturity,  and  rate  of  interest.  Moreover,  that  section  adds  addi¬ 
tional  requirements  and  provides  that  such  securities  shall  be  issued  in  such 
manner  and  at  such  times  and  sold  at  such  prices  as  may  be  approved  by  the 
Secretary  of  the  Treasury.  The  provision  that  the  securities  shall  be  issued 
“at  such  times”  as  shall  be  approved  by  the  Treasury  clearly  nullifies  the  provi¬ 
sions  of  existing  law  that  the  securities  issued  by  this  Corporation  shall  be  pur¬ 
chased  “whenever  in  the  judgment  of  [its]  board  of  directors  additional  funds 
are  required  for  insurance  purposes.” 

Nor  is  it  necessary  that  the  Secretary  of  the  Treasury  be  vested  with  this 
control  on  the  theorj'  that  the  issuance  of  such  securities  affects  the  Government 
bond  market.  The  Government  bond  market  would  not  be  affected  by  the 
issuance  of  securities  of  this  Corporation,  which  bear  no  Government  guaranty 
and  which  need  not,  although  they  may  be,  sold  directly  to  the  Treasury.  A 
public  sale  of  securities  by  this  Corporation  would  not  affect  the  Government 
bond  market  to  any  greater  degree  than  a  large  issue  of  securities  by  any  private 
corporation.  The  purpose  of  the  existing  law  i,s  to  guarantee  a  market  for  a 
portion  of  this  Corporation’s  obligations  and  in  depriving  the  Corporation  of 
direct  access  to  such  “market”  and  in  placing  the  Treasury  in  control  over  the 
terms,  interest  rates,  and  time  of  sale  of  such  securities  as  the  Corporation  might 
be  compelled  by  circumstances  to  sell  to  the  public,  section  303  (a)  changes 
existing  law. 

Section  303  (b)  of  the  bill  would  apparently  restrict  the  present  authority  of 
the  Corporation  to  acquire  Government  securities  from  distressed  insured  banks 
in  connection  with  loans  or  purchases  of  assets  made  for  the  protection  of  deposi¬ 
tors.  It  would  likewise  prevent  the  Corporation  from  discharging  its  contractual 
responsibilities  in  the  liquidation  of  such  securities  as  it  may  already  hold  or  may 
hereafter  acquire  from  distressed  banks.  It  would  also  restrict  the  Corporation’s 
right  to  sell  Government  securities  when  it  is  acting  as  receiver  of  a  closed  insured 
bank,  with  a  primary  duty  to  its  creditors,  by  requiring  it  first  to  secure  the 
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approval  of  the  Secretary  of  the  Treasury.  The  restriction  against  acquiring 
securities  from  insured  banks  would  prove  a  major  obstacle  to. the  extension  of 
aid  to  distressed  insured  banks. 

The  provisions  of  this  section  also  would  require  the  Corporation  to  obtain  the 
approval  of  the  Secretary  of  the  Treasury  whenever  it  desired  to  buy  or  sell  United 
States  Government  obligations.  Under  existing  law  accumulated  funds  of  the 
Corporation  not  otherwise  employed  must  be  invested  in  United  States  Govern¬ 
ment  obligations.  As  of  December  31,  1944,  out  of  total  assets  of  $806,000,000, 
$762,000,000,  or  95  percent  of  this  Corporation’s  assets  was  invested  in  United 
States  Government  obligations.  The  effect  of  these  provisions  in  the  bill,  there¬ 
fore,  is  to  vest  in  the  Secretary  of  the  Treasury  control  over  practically  all  of 
the  Corporation’s  funds.  When  read  together  with  the  budgetary  control 
proposals,  these  provisions  leave  but  a  bare  vestige  of  authority  in  the  Corpora¬ 
tion  and  change  the  entire  concept  of  the  administration  of  the  Corporation  as- 
provided  for  in  its  organic  la  w.  The  directors  of  this  Corporation  have  a  fiduciary 
duty  to  perform  in  administering  the  Federal  deposit  insurance  law;  they  act  as 
trustees  of  the  funds  collected  from  insured  banks  for  the  protection  of  their 
depositors.  The  manner  in  which  the  Corporation’s  directors  exercise  their 
duty  of  investing  its  funds  in  Government  securities  should  not  be  subjected  to 
the  control  or  approval  of  the  Secretary  of  the  Treasury  since  to  do  so  divests 
the  directors  of  authority  while  continuing  their  responsibility  and  invests  the 
Secretary  of  the  Treasury  with  authority  but  without  concomitant  responsibility. 
Although  the  directors  of  the  Corporation  have  always  cooperated  with  and 
enjoyed  the  cooperation  of  the  Treasury  in  the  investment  of  its  funds — the 
Corporation’s  investment  account  having  been  handled  in  cooperation  with  the 
United  States  Treasury — -it  seems  inappropriate  to  subject  the  specially  dedicated 
funds  of  the  Corporation  to  the  control  of  the  Treasury  whose  primary  duty  to 
protect  the  Government’s  interest  may  not  always  parallel  the  directors’  obliga¬ 
tions  as  to  the  Corporation’s  funds.  In  fact,  we  understand  that  all  Government 
corporations  have  cooperated  fully  with  the  Treasury  in  their  security  transactions, 
so  that  there  would  appear  to  be  no  practical  reason  for  wanting  this  section  at 
this  time. 

The  provisions  of  section  304  of  the  bill  would  prohibit  the  Corporation  from 
creating  deposit  .insurance  national  banks  as  vehicles  for  the  payment  of  insured 
depositors  and  as  instruments  for  maintaining  banking  facilities  in  communities 
where  insured  banks  close.  This  section  would  change  the  express  provisions  of 
the  law  governing  the  pavment  of  claims  by  the  Corporation.  Under  section  12B 
of  the  Federal  Reserve  Act,  the  Corporation  may  organize  a  deposit  insurance 
national  bank  for  paying  the  deposits  of  a  close  insured  bank  if  it  finds  it  is  advis¬ 
able  and  in  the  interest  of  the  depositors  of  the  closed  bank  or  the  public  to 
do  so.  These  banks  operate  w  ithout  capital  and  without  directors,  being  managed 
by  executive  officers  designated  by  the  Corporation.  They  are  permitted  to  do 
only  a  demand  deposit  business,  as  a  service  to  the  community  w  here  the  bank 
closes.  They  may  not  take  deposits  in  excess  of  $5,000  from  any  depositor  unless 
the  deposit  insurance  national  bank  is  the  only  bank  in  the  community.  The 
banks  are  not  permitted  to  make  loans  and  may  invest  only  in  Government  bonds. 
If  the  Corporation  deems  it  desirable  it  may  offer  the  capital  stock  of  any  such 
bank  for  sale,  giving  the  stockholders  of  the  closed  insured  bank  preemptive  rights. 
If  the  bank  is  properly  capitalized,  it  thereafter  operates  as  any  other  national 
bank  under  the  ownership  of  its  stockholders  and  the  management  of  its  own  board 
of  directors  and  officers.  If  not  capitalized  within  2  years  of  the  date  of  its  organi¬ 
zation,  its  affairs  must  be  wound  up. 

The  provisions  relative  to  deposit  insurance  national  banks  are  primarily  to 
protect  communities  against  the'loss  of  banking  service;  secondarily,  to  provide  a 
convenient  vehicle  for  the  settlement  of  claims  against  the  Corporation.  In  case 
of  a  series  of  bank  failures,  this  might  become  an  important  method  by  which  the 
Corporation  could  minimize  its  total  outlay  pending  restabilization  of  the  banking 
system.  We  do  not  believe  that  Congress  would  wish  to  prevent  the  organization 
of  these  institutions  in  cases  w  here  the  law  now-  authorizes  their  creation  and  use. 

The  provisions  of  sections  106  and  203  of  the  bill  wrould  authorize  the  Comp¬ 
troller  General  to  make  recommendations  for  the  return  of  such  Government 
capital  or  the  payment  of  such  dividends  as  in  his  judgment  should  be  accom¬ 
plished.  Although  we  do  not  seriously  object  to  authorizing  a  recommendation 
of  this  nature,  we  think  it  wise  to  point  out  that  uncertainty  regarding  the  Corpo¬ 
ration’s  capital  would  be  just  another  circumstance  tending  to  weaken  public 
confidence  in  deposit  insurance.  The  directors  of  the  Corporation  who  are  directly 
responsible  to  Congress  for  safely  administering  the  deposit  insurance  law  are 
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best  equipped  to  advise  concerning  the  adequacy  of  the  Federal  deposit  insurance 
fund  m  relation  to  its  risks.  We  do  not  believe  tnat  the  Comptroller  General 
could  do  more  than  transmit  to  Congress  the  views  of  the  directors  of  the  Corpo¬ 
ration  on  this  subject  as  he  would  have  no  way  of  evaluating  the  risks  to  which 
the  Corporation  is  exposed  or  the  public  reaction  to  a  reduction  in  capital. 

The  relationship  betweem  the  banking  system,  the  depositing  public,  and  the 
banking  supervisory  agencies  is  a  delicate  relationship  and  proverbially  involves 
many  matters  of  judgment  upon  which  men  may  differ.  There  is  no  ready  yard¬ 
stick  by  which  to  determine  when  Federal  deposit  insurance  reserves  may  become 
higher  than  necessary.  Losses  in  the  past  were  affected  by  many  contributing 
factors  which  are  absent  under  deposit  insurance  but  the  extent  to  which  past 
loss  experience  should  be  discounted  because  of  the  improved  quality  of  bank 
supervision  and  the  stabilizing  effects  of  deposit  insurance  is  largely  a  matter  of 
judgment  in  the  light  of  experience  in  bank  supervision.  Deposits  have  increased 
sharply  during  the  war  and  will  probably  remain  at  a  high  levex  for  many  years. 
Therefore,  deposit  insurance  reserves  which  would  have  seemed  la’-ge  5  years  ago, 
do  not  seem  large  today.  While  the  Corporation  will  be  prepared  at  all  times  to 
advise  Congress  regarding  this  matter,  we  believe  it  would  be  unwise  to  inject 
the  judgment  of  an  official  having  no  administrative  responsibility  for  the  conduct 
of  the  Federal  Deposit  Insurance  Corporation  into  a  matter  having  sucn  a  material 
bearing  upon  its  successful  existence.  The  Comptroller  General’s  functions  with 
respect  to  the  Federal  Deposit  Insurance  Corporation  should  be  limited  to  con¬ 
ducting  annual  audits  on  the  same  basis  as  private  accounting  firms  audit  com¬ 
mercial  companies  and  reporting  his  findings  to  Congress  and  the  Corporation. 

The  Corporation  is  expressly  empowered  to  act  as  receiver  or  liquidating  agent 
of  State  banks  and  in  that  capacity  is  subject  to  the  laws  and  regulations  of  the 
States  pertaining  to  bank  liquidations.  Insofar  as  its  receivership  operations  are 
concerned,  it  seems  quite  clear  that  the  Corporation  should  not  be  required  to 
submit  budgets  or  to  submit  to  audits  or  be  restricted  in  the  handling  of  its  funds 
or  the  sale  of  securities.  These  matters  would  be  governed  by  the  provisions  of 
the  National  Banking  Act  in  the  case  of  national  banks,  or  by  State  banking  laws 
in  cases  where  the  Corporation  acts  as  receiver  or  liquidator  of  State  banks.  In 
the  case  of  State  banks,  the  law  requires  approval  of  the  State  banking  commis¬ 
sioners  or  State  courts  as  to  many  of  the  receiver’s  acts.  It  is  entirely  possible 
that  the  limitations  imposed  by  this  bill  would  conflict  with  the  statutory  provi¬ 
sions  or  State  banking  regulations  to  which  the  Corporation  would  be  subject  in 
the  case  of  State  banks.  The  Comptroller  of  th§-  Currency  in  the  liquidation  of 
national  banks  has  never  been  made  subject  to  limitations  of  this  character  and 
there  appears  to  be  no  reason  why  the  Corporation  which  now  acts  as  receiver, 
should  be  in  a  different  position. 

The  principle  of  authorizing  the  General  Accounting  Office  to  conduct  audits  is 
approved  by  the  Corporation  if  it  is  clearly  provided  that  the  Comptroller's 
functions  shall  be  limited  to  conducting  annual  postaudits  according  to  the  best 
approved  procedure  governing  audits  of  private  business  concerns.  Inasmuch 
as  the  Corporation  has  always  disbursed  its  own  funds,  and  even  under  the  bill 
must  still  disburse  the  larger  amount  of  its  annual  expenditures,  it  would  appear 
unwise  to  subject  the  Corporation  to  the  provisions  of  section  104  of  the  bill  under 
which  funds  of  the  Corporation  to  meet  its  administrative  expenses  would  be  taken 
out  of  its  control  and  placed  in  the  hands  of  the  Treasury  disbursing  officer. 
The  approval  of  the  Comptroller  General  would  then  be  required  before  any 
disbursements  of  administrative  expenses  could  be  made.  As  to  these  funds  the 
Comptroller  General’s  function  would  be  much  broader  than  that  of  auditor. 
This  would  bring  about  divided  authority  over  funds  of  the  Corporation  and  would 
place  it  under  the  same  controls  as  those  governing  agencies  which  are  dependent 
upon  appropriated  moneys  although  its  funds  are  not  derived  from  appropriated 
public  funds.  As  we  interpret  the  bill,  it  is  not  proposed  that  other  corporate 
expenditures  be  similarly  handled.  It  is  very  important  that  the  Corporation’s 
control  of  expenditures  for  payment  of  insured  depositors’  claims,  loans  or  other 
advances  to  insured  banks,  expenses  of  administering  assets  pending  liquidation, 
and  other  so-called  nonadministrative  expenses,  not  be  placed  under  dual  control. 
Claims  against  the  Corporation  must  be  settled  immediately  upon  the  closing  of 
a  bank  in  order  to  prevent  freezing  the  money  supply  of  a  community.  It  has 
been  the  custom  of  the  Corporation  to  pay  these  claims  within  a  few  days  after 
a  bank  closes  on  the  closed  bank’s  premises  and  the  claim  agent’s  decisions  with 
respect  to  these  claims  must  be  final,  although  they  are  always  reviewed  and 
audited  internally  for  purposes  of  administrative  information  and  control. 

Under  provisions  of  Executive  Order  7126,  as  amended,  the  Corporation  has 
submitted  its  administrative  budget  for  annual  review  and  approval  by  the 
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Bureau  of  the  Budget  since  1935  and  recently  submitted  its  administrative 
budget  to  Congress  for  the  fiscal  year  1946.  This  action  was  taken  at  the  request 
of  the  Bureau  of  the  Budget.  Nevertheless  the  Directors  of  the  Corporation 
believe  it  to  be  contrary  to  the  best  interests  of  the  public  for  it  to  be  subject  to 
budget  control,  particularly  if  it  would  be  limited  or  prevented  from  making  ex¬ 
penditures  in  excess  of  budget  estimates  as  the  present  bill  apparently  contem¬ 
plates.  The  Corporation  has  always  employed  private  accounting  firms  to  make 
complete  annual  audits  of  its  affairs,  the  results  of  which  have  been  published  in 
its  annual  reports  to  Congress.  This  procedure  was  folio, wed,  since  the  Comp¬ 
troller  General  lacked  authority  to  conduct  audits  of  its  affairs  in  view  of  the 
express  provisions  of  the  organic  law  governing  the  Corporation. 

The  enactment  of  the  Federal  deposit  insurance  law  came  after  a  long  effort. 
History  shows  that  many  similar  bills  were  offered  over  a  period  of  years  before 
Congress  saw  fit  to  enact  this  legislation.  Essential  to  the  success  of  the  Federal 
Deposit  Insurance  Corporation  are  its  ability  to  operate  expeditiously  and 
flexibiy,  certainty  of  payment  of  its  claims,  and  continuing  confidence  on  the 
part  of  the  public  in  the  safety  and  adequacy  of  the  insurance  fund.  Nothing 
should  be  done  to  give  the  appearance  of  weakening  the  Corporation  even  though 
the  action  taken  would  not  have  this  ultimate  effect. 

The  Corporation  is  one  of  three  banking  agencies  which  derive  funds  from 
assessments  upon  or  dealings  with  the  banking  system.  None  of  these  agencies 
are  subject  to  the  General  Accounting  Office  as  to  funds  derived  from  the  banking 
-system.  Each  agency  exercises  jurisdiction  over  a  selected  and  segmented  field 
of  the  banking  system.  In  the  exercise  of  their  respective  powers  a  cooperative 
approach  is  maintained  and  each  complements  the  work  of  the  others.  The 
reasons  for  omitting  the  other  banking  agencies  from  the  requirements  of  this  bill 
respecting  budget  programs  and  audit  control  appear  equally  applicable  to  this 
Corporation. 

Unlike  many  of  the  lending  agencies  which  would  be  affected  by  this  bill,  the 
purposes  for  which  and  the  conditions  under  which  the  Corporation  may  expend 
its  funds  are  specified  in  the  acts  of  Congress  under  which  it  operates.  Reduc¬ 
tions  in  its  expenditures  could  not  be  accomplished  by  budget  control  unless  its 
present  responsibility  to  the  banking  system  and  the  public  should  be  curtailed. 
Aside  from  expenditures  for  operating  facilities  and  expenses,  and  the  investment 
of  its  funds  in  Government  securities,  the  law  specifies  that  the  Corporation  may 
expend  its  funds  only  for  (a)  payment  of  claims  of  insured  depositors  in  closed 
insured  banks  up  to  the  limit  of  $5,000  per  depositor;  (b)  advances  to  protect 
insured  depositors  by  way  of  loans  to  or  purchase  of  assets  from  insured  banks 
in  aid  of  mergers  where  such  action  will  avert  a  loss  or  reduce  the  risk  of  the  Cor¬ 
poration;  and  (c)  advances  to  facilitate  the  liquidation  of  closed  banks  (sec. 
12B  of  the  Federal  Reserve  Act,  subsec.  (1)  (1),  (n)  1,  (n)  (2),  (n)  (3),  and  (n)  (4)). 
The  Corporation  must  have  broad  discretionary  powers  in  determining  whether 
it  will  make  loans  to  or  purchases  from  insured  banks,  as  it  must  evaluate  and 
compare  the  result  of  this  type  of  aid  with  the  result  to  the  banking  system  and 
to  the  Corporation  of  allowing  the  banks  to  continue  to  operate  while  in  unsatis¬ 
factory  condition  or  of  allowing  them  to  fail.  Of  course,  when  an  insured  bank 
suspends  operations  without  being  able  to  pay  its  depositors,  the  Corporation  is 
legally  obligated  to  pay  depositors’  insured  claims.  Rather  than  to  limit  the 
Corporation  in  the  exercise  of  its  powers,  it  would  probably  be  desirable  to  give  it 
even  broader  power  and  discretion  so  that  its  ability  to  deal  in  a  timely  and  prac¬ 
tical  manner  with  weaknesses  in  the  banking  system  would  be  even  greater  than 
it  is  today. 

For  the  foregoing  reasons,  it  is  our  opinion  that  this  Corporation  should  not  be 
included  in  this  bill  and  that  any  legislation  necessary  to  enable  the  General 
Accounting  Office  to  audit  its  accounts  on  a  commercial  audit  basis  be  enacted 
as  a  separate  amendment  to  the  Federal  Deposit  Insurance  law. 

I  am  advised  by  the  Director  of  the  Bureau  of  the  Budget  that  there  Ls  no  objec¬ 
tion  to  the  submission  of  this  report. 

Very  truly  yours, 


(Signed)  Leo  T.  Crowley, 

Chairman. 
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Foreign  Economic  Administration, 

Washington,  D.  C.,  April  SO,  1945. 

Hon.  Carter  Manasco, 

Chairman,  Committee  on  Expenditures  in  the  Executive  Departments, 

House  of  Representatives,  Washington,  D.  C.: 

In  your  letter  of  February  20,  1945,  you  request  my  opinion  as  to  the  merits  of 
H.  R.  2177,  a  bill  to  provide  for  financial  control  of  Government  corporations. 

Sections  102,  103,  and  104  of  the  proposed  bill  require  that  wholly  owned 
Government  corporations  ghall  prepare  annually  a  budget  program  covering  all 
operations  for  the  ensuing  fiscal  year.  The  budget  programs  are  to  be  submitted 
to  the  Bureau  of  the  Budget  and  transmitted  by  the  President  to  the  Congress 
in  the  annual  budget.  Budget  programs  so  transmitted  are  to  be  acted  upon  by 
the  Congress  in  the  same  manner,  as  nearly  as  practicable,  as  appropriations  are 
considered  and  made  by  the  Congress.  No  wholly  owned  Government  corpora¬ 
tion  may  transact  any  business  nor  make  expenditures  for  administrative  expenses 
except  such  as  have  been  authorized  by  the  Congress  as  part  of  its  budget  program. 

Sections  105  and  106  contain  provisions  for  the  financial  audit  of  corporations. 
These  provisions  are  substantially  the  same  as  those  provided  for  in  Public  Law  4, 
recently  enacted  by  the  Seventy-ninth  Congress. 

Title  II  of  the  bill  relates  to  mixed-ownership  Government  corporations  and 
contains  comparable  provisions  to  those  fund  in  title  I  for  the  financial  audit  of 
such  corporations. 

Title  III  contains  a  number  of  general  provisions.  One  of  these  is  section  304 
which  provides  that  no  corporation  is  to  be  created  in  the  future  except  by  direct 
congressional  action  or  act  of  Congress  specifically  authorizing  the  creation  of 
such  a  corporation. 

I  fully  subscribe  to  the  general  objective  of  the  bill  to  bring  Government  cor¬ 
porations  and  their  transactions  and  operations  under  annual  scrutiny  by  the 
Congress  and  provide  current  financial  control  thereof.  However,  to  achieve 
this  by  imposing  on  all  Government  corporations  budgetary  controls  which  gen¬ 
erally  obtain  in  the  case  of  Government  agencies,  departments,  and  independent 
establishments  would  substantially  impair  and  in  some  instances  destroy  the 
usefulness  of  the  corporate  device  in  Government  operations. 

A  convenient  illustration  is  the  U.  S.  Commercial  Company  (the  designation 
of  this  Corporation  as  the  United  States  Commercial  Company  in  section  101  of 
the  bill  is  incorrect),  one  of  the  corporations  of  the  Foreign  Economic  Adminis¬ 
tration. 

When  the  United  States  began  rearming  it  found  that  many  of  the  materials  it 
needed  were  in  short  supply  or  unavailable  domestically.  Time  was  short  and 
these  materials  had  to  be  procured  as  rapidly  as  possible. 

To  help  meet  the  procurement  problems  confronting  the  Nation,  the  Congress 
amended  the  Reconstruction  Finance  Corporation  Act  to  authorize  in  section 
5d  (3)  the  creation  of  corporations  “to  produce,  acquire,  carry,  sell,  or  otherwise 
deal  in  strategic  and  critical  materials  as  defined  by  the  President.”  U.  S.  Com¬ 
mercial  Company  was  created  in  accordance  with  this  authority.  It  has  since 
then  become  the  principal  procurement  agency  abroad  for  the  United  States.  In 
this  capacity  it  has  procured  for  our  war  effort  many  strategic  and  critical  com¬ 
modities  without  which  the  prosecution  of  the  war  would  have  been  seriously 
impeded. 

The  success  of  this  program  has  entailed  resort  to  many  kinds  of  devices  and 
transactions,  the  need  for  which  could  only  be  determined  when  procurement 
programs  were  initiated  and  as  such  programs  progressed.  Thus,  from  time  to 
time,  contractual  help  had  to  be  given  to  importers  and  producers,  capital  ad¬ 
vances  made  to  develop  new  sources  of  supply  or  to  expand  existing  ones,  explora¬ 
tory  geological  and  botanical  expeditions  undertaken,  engineering  and  other 
types  of  special  services  furnished  to  producers.  Without  such  operations, 
quartz  crystals  used  in  radar  and  radio  equipment,  abaca,  henequen,  and  other 
fibers  for  the  Navy,  antimalarials  and  other  medicinals,  copper,  chrome,  tungsten, 
and  many  metals  needed  for  guns,  tanks,  and  ships,  and  numerous  other  materials 
could  never  have  been  obtained  in  sufficiei^fc  quantities  at  the  time  they  were 
needed. 
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Procurement  of  these  commodities  has  been  carried  out  pursuant  to  directives- 
issued  by  the  War  Production  Board  and  the  War  Food  Administration.  Al-  ' 
though  it  may  be  possible  under  peacetime  conditions  to  predict  when  and  in  what  1 
quantities  commodities  will  be  needed  for  the  economy  of  the  Nation,  the  demands  I 
and  fortunes  of  war  preclude  such  exact  forecasts.  Recently,  for  example,  many  4 
parts  of  the  Philippines  were  liberated  and  certain  strategic  and  critical  materials,  . 
at  present  in  short  supply,  were  made  available.  U.  S.  Commercial  Company  is 
already  procuring  these  materials.  Another  recent  example  is  a  case  where  I 
procurement  of  a  certain  commodity  was  baited  because  there  seemed  to  be  , 
sufficient  on  hand.  Suddenly,  new  needs  for  substantial  quantities  of  this  material  i 
developed  and  the  War  Production  Board  issued  directives  to  procure  this 
commodity  again.  The  U.  S.  Commercial  Company  immediately  initiated  pro¬ 
curement.  These  are  but  two  of  many  repeated  such  cases. 

I  believe  that  an  appropriate  test  to  determine  the  practicability  of  the 
budgetary  provisions  of  the  proposed  bill  is  to  see,  in  light  of  this  past  history  of 
the  U.  S.  Commercial  Company  whether,  assuming  a  law  similar  to  the  proposed 
bill  had  been  in  existence,  it  would  have  been  possible  for  the  Company  to  meet 
the  procurement  needs  of  the  Nation  as  successfully  as  it  has.  If  such  a  law  had 
been  in  existence,  the  Company  would  have  had  to  prepare  for  each  of  the  past 
several  years  a  budget  program  covering  all  operations  for  the  next  fiscal  year 
and  no  business  could  have  been  transacted  except  such  as  the  Congress  had 
authorized. 

Admittedly,  it  would  have  been  feasible  to  estimate  the  extent  and  scope  of 
some  procurement  programs.  In  numerous  other  cases  this  would  have  been 
impossible.  Sometimes,  -  although  it  was  known  that  certain  programs  would 
have  to  be  undertaken,  it  wTould  not  have  been  possible  to  foretell,  before  pro¬ 
curement  operations  had  been  initiated,  the  purchasing  cost  in  various  countries,, 
what  developmental  costs  would  amount  to,  or  what  special  equipment  and  serv¬ 
ices  would  have  to  be  supplied  to  producers.  Often,  the  company  would  have 
been  required  to  initiate  programs  which  it  could  not  reasonably  have  anticipated 
at  the  start  of  the  fiscal  year.  The  case  of  the  Philippines  and  the  other  instance 
previously  cited  are  examples. 

This  major  and  inherent  difficulty  of  H.  R.  2177  is  recognized  in  section  103. 
This  section  authorizes  a  request  for  authority  to  cover  possible  emergency  or 
contingent  operations,  such  operations  to  be  initiated  only  after  approval  by  the 
President.  The  experience  of  the  U.  S.  Commercial  Company  has  amply  demon¬ 
strated  that  if  the  proposed  bill  had  been  in  effect  during  the  past  number  of 
years,  a  major  portion  of  our  operations  would  have  had  to  have  been  carried  out 
pursuant  to  unlimited  authorizations  under  this  section.  Such  resort  to  this  ex¬ 
ception  would  in  effect  have  nullified  the  budgetary  provisions  of  the  legislation. 

Another  comparatively  minor  feature  of  the  bill  would  also  have  seriously 
affected  the  operations  of  the  Company.  I  refer  to  section  302  which  requires 
that  banking  or  checking  accounts  of  Government  corporations  shall  be  kept  with 
the  Treasurer  of  the  United  States,  or  with  the  approval  of  the  Secretary  of  the 
Treasury,  with  a  Federal  Reserve  bank,  or  with  a  designated  depository  or  fiscal 
agent  of  the  United  States.  U.  S.  Commercial  Company  is  engaged  in  buying  in 
nearly  all  parts  of  the  world.  It  must  maintain  bank  accounts  in  these  many 
places.  This  would  have  been  prohibited  under  section  302. 

In  my  opinion,  it  would  have  been  impossible  for  the  U.  S.  Commercial  Com¬ 
pany  to  have  performed  its  functions  as  successfully  as  it  has  done  if  H.  R.  2177 
had  been- the  law.  Only  a  Government  corporation,  able  to  function  as  a  corpo¬ 
ration,  could  have  effectively  carried  out  the  foreign  procurement  program  made 
necessary  by  the  war. 

Similar  considerations  apply  in  the  case  of  Rubber  Development  Corporation 
which  is  engaged  in  the  development  and  procurement  of  natural  rubber  from 
sources  outside  the  continental  United  States.  Rubber  Development  Corpora¬ 
tion,  which  is  also  under  the  jurisdiction  of  the  Foreign  Economic  Administration, 
is  submitting  a  separate  and  more  detailed  report  to  the  committee  on  how  the 
proposed  bill  would  affect  it. 

The  same  is  true,  in  varying  degrees,  of  Government  corporations  other  than 
corporations  created  to  meet  the  emergencies  of  war.  The  Export-Import  Bank 
of  Washington,  another  corporation  under  the  jurisdiction  of  the  Foreign  Economic 
Administration,  can  well  serve  as  an  illustration  here. 

Although  created  by  executive  order,  the  Congress  in  1935  cqptinued  the  Bank 
and  from  time  to  time  further  legislated  with  respect  to  it.  The  Bank  engages  in 
certain  banking  operations  for  the  purpose  of  aiding  in  financing  and  facilitating 
exports  and  imports  and  the  exchange  of  commodities,  between  the  United  States . 
and  foreign  countries.  The  transactions  it  undertakes  include  credits  to  exporters 
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and  importers,  credits  to  foreign  banks  to  ease  exchange  conditions,  loans  to 
foreign  governments,  and  the  arranging  of  other  credit  facilities  to  promote  the 
foreign  trade  of  the  United  States. 

Conforming  to  the  budgetary  requirements  of  the  proposed  bill  would  be  wholly 
incompatible  with  the  proper  functioning  of  the  Bank.  It  would  require  the  Bank 
to  predict  the  volume  and  kind  of  business  it  will  engage  in  during  a  fiscal  year, 
to  foresee  conditions  which  will  determine  whether  the  credits  it  has  extended 
will  be  met  when  due,  to  forecast  what  new  demands  wall  be  placed  upon  its 
resources.  Specification  in  the  detail  required  under  the  bill  of  anticipated 
operations  would  be  impossible  if  the  Bank  is  to  operate  as  a  banking  institution. 
Yet,  under  the  proposed  bill  it  would  be  required  to  prepare  annually  a  budget 
program  oovering  all  operations  for  the  ensuing  fiscal  year  and  it  could  not  trans¬ 
act  any  business  in  any  fiscal  year  except  such  as  has  been  authorized  by  the 
Congress  as  part  of  its  budget  program  for  such  fiscal  year. 

A  separate  report  on  the  proposed  bill  is  being  submitted  to  the  Committee  by 
the  Export-Import  Bank. 

I  am  convinced  after  having  been  closely  associated  with  numerous  Govern¬ 
ment  corporations  for  the  past  number  of  years,  that  the  Government  corporation 
performs  a  useful  and  vital  function.  By  virtue  of  its  corporate  characteristics. 
It  is  able  to  perform  necessary  governmental  functions  which  could  not  be  suc¬ 
cessfully  carried  out  by  the  ordinary  Government  agency,  department,  or  inde¬ 
pendent  establishment  unless  such  instrumentality  were  endowed  with  those 
characteristics  common  to  the  Government  corporation.  In  other  instances,  the 
Government  corporation  is  able  to  operate  more  efficiently,  with  greater  facility 
and  speed,  than  the  noncorporate  Government  instrumentality  and  this,  perhaps, 
accounts  for  its  wide  use  in  times  of  national  emergency,  such  as  war. 

The  usefulness  of  the  Government  corporation  will  be  greatly  nullified  and 
perhaps,  even  destroyed,  if  the  controls  applicable  to  regular  departments,  agencies 
and  independent  establishments  are  indiscriminately  made  to  apply  to  all  Govern¬ 
ment  corporations.  If  this  is  done,  the  very  characteristics  of  the  Government 
corporation,  which  make  it  a  desirable  instrumentality  of  Government,  will  be 
greatly  impaired. 

As  I  stated  previously,  I  wholeheartedly  concur  in  the  objective  of  the  proposed 
legislation.  I,  thus,  believe  that  section  5  of  Public  Law  4  of  this  Congress, 
which  is  substantially  the  same  as  sections  105  and  106  of  the  proposed  bill,  to 
a  great  extent  attains  this  objective  and  I  approve  of  it  generally.  Coupled 
with  other  measures,  designed  to  fit  the  needs  of  the  particular  corporation 
concerned,  Congress  should  be  able  to  scrutinize  annually  the  transactions  and 
operations  of  Government  corporations  and  provide  for  their  current  financial 
control.  For^instance,  annual  audits  of  the  Export-Import  Bank,  as  provided 
in  Public  Law  4,  will  give  the  Congress  a  detailed  picture  of  the  financial  condi¬ 
tion  of  the  bank.  Existing  law  limits  the  lending  authority  of  the  bank.  When¬ 
ever  an  increase  in  the  lending  authority  of  the  bank  is  necessary,  authorization 
therefor  must  be  obtained  from  the  Congress,  as  it  has  been  in  the  past.  This 
and  certain  other  requirements  of  law,  such  as  the  requirement  of  Congressional 
authorization  for  administrative  expenses,  have  placed  in  the  Congress  current 
financial  control  of  the  bank  and  still  permitted  the  bank  to  perform  its  functions 
efficiently  and  in  a  businesslike  manner. 

Perhaps,  in  certain  instances,  additional  legislation  regarding  particular  cor¬ 
porations  may  be  desirable  and  necessary  in  order  for  the  Congress  to  attain  the 
objective  of  the  proposed  bill.  But  that  may  be  accomplished,  as  in  the  case 
of  the  bank,  by  legislation  drawn  to  fit  the  particular  conditions  presented, 
without  impairing  the  usefulness  of  the  corporate  instrumentality. 

For  the  reasons  stated  I  therefore  feel  that  H.  R.  2177,  as  presently  drawn, 
would  not  promote  the  interests  of  the  Government  and  I  oppose  its  enactment. 

I  understand  that  a  request  for  a  report  on  the  proposed  bill  has  been  made 
from  Cargoes,  Inc.  This  Corporation  is  now  in  the  process  of  liquidation. 

I  have  been  informed  by  the  Bureau  of  the  Budget  that  it  has  no  objection 
to  the  submission  of  this  report,  although  the  Bureau  of  the  Budget  is  at  present 
of  the  opinion  that  the  general  objectives  of  the  bill,  including  its  budgetary 
provisions,  would  not  be  in  conflict  with  the  program  of  the  President. 

Sincerely  yours, 

(Signed)  Leo  T.  Crowley,  Administrator. 
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Export-Import  Bank  of  Washington, 

Washington,  April  26,  1945. 

The  Honorable  Carter  Manasco, 

House  of  Representatives. 

Dear  Mr.  Manasco:  In  your  letter  of  February  20  you  requested  the  views 
of  the  Export-Import  Bank  of  Washington  on  H.  R.  2177  which  has  been  referred 
to  your  committee  for  consideration.  Mr.  Leo  T.  Crowley,  Foreign  Economic 
Administrator,  has  furnished  you  with  his  views  on  the  bill  as  it  affects  the  several 
Government  corporations  under  the  supervision  of  the  Foreign  Economic  Admin¬ 
istration,  including  the  Export-Import  Bank.  As  a  supplement  to  Mr.  Crowley’s 
letter  and  for  the  purpose  of  serving  as  the  separate  report  he  mentions,  the  bank 
respectfully  calls  the  committee’s  attention  to  the  following  points. 

With  respect  to  the  provision  requiring  the  submission  to  Congress  of  a  budget 
estimating  the  volume  and  kind  of  business  the  bank  would  engage  in  during  a 
fiscal  year,  it  should  be  borne  in  mind  that  in  the  several  acts  relating  to  the  Ex¬ 
port-Import  Bank  the  Congress  has  already  defined  the  kind  of  business  the  bank 
can  do  and  has  set  definite  limitations  on  the  total  of  loans  the  bank  can  have 
outstanding  at  any  one  time.  It  is  the  purpose  of  the  bank  to  extend  such  assist¬ 
ance  as  may  be  required  from  time  to  time  in  connection  with  the  foreign  trade  of 
the  United  States.  The  bank  does  not  seek  business  but  considers  applications, 
when  submitted,  in  the  light  of  changing  circumstances.  It  stands  ready  to  supple¬ 
ment  private  lending  facilities  and,  accordingly,  does  not  consider  it  feasible  to 
anticipate  a  lending  program  ‘in  advance  of  a  demonstrated  need.  As  these  needs 
cannot  be  forecasted  accurately,  it  would  be  practically  impossible  for  the  bank 
to  estimate  within  its  already  established  limits  what  demands  will  be  placed  upon 
its  resources  during  any  one  fiscal  year. 

Further,  section  302  of  the  proposed  bill  would  have  serious  effects  on  the 
operations  of  the  bank.  This  section  requires  Government  corporations  to  keep 
their  banking  and  checking  accounts  with  the  Treasurer  of  the  United  States  or, 
with  the  approval  of  the  Secretary  of  the  Treasury,  with  a  Federal  Reserve  bank 
or  with  a  designated  depositary  or  fiscal  agent  of  the  United  States.  Inasmuch 
as  the  foreign  obligations  which  the  bank  receives  are  in  the  majority  of  cases 
payable  through  the' facilities  of  commercial  banks  it  has  been  found  advisable 
to  maintain  accounts  in  such  banks.  The  interest  and  principal  payments  made 
on  such  obligations  are  simply  credited  to  the  Export-Import  Bank’s  account 
with  such  institutions  and,  subsequently,  a  lump-sum  transfer  is  effected  to  the 
Treasury  where  the  principal  accouht  of  the  bank  is  maintained.  Generally, 
the  banks  in  which  such  accounts  are  maintained  have  been  designated  deposi¬ 
tary  of  public  funds,  although  this  may  not  always  be  the  case,  especially  in  con¬ 
nection  with  temporary  convenience  accounts  in  foreign  banks. 

While  the  above  two  points  are  mentioned  in  Mr.  Crowley’s  commentary,  we 
would  like  to  emphasize  their  importance  to  the  Export-Import  Bank  and  express 
our  view  that  these  features  of  H.  R.  2177  as  now  drawn  would  not  advance  the 
interests  of  our  Government. 

Sincerely  yours, 

(Signed)  Wayne  C.  Taylor,  President. 


Rubber  Development  Corporation, 

Washington  25,  D.  C.,  May  18,  1945. 

Hon.  Carter  Manasco, 

Chairman,  Committee  on  Expenditures  in  the  Executive  Departments, 

House  OiPce  Building,  Washington,  D.  C. 

Dear  Mr.  Manasco:  Reference  is  made  to  your  letter  of  February  20,  1945, 
requesting  the  views  of  Rubber  Development  Corporation  as  to  the  merits  of 
H.  R.  2177. 

Title  II  of  such  bill  pertaining  to  “mixed-ownership  Government  corporations” 
does  not  relate  to  this  Corporation,  and  while  title  III  thereof  is  applicable,  it  is 
not  of  such  nature  as  to  seriously  affect  its  operations,  except  with  regard  to  the 
maintenance  of  banking  or  checking  accounts  with  the  Treasurer  of  the  United 
States,  or  with  the  approval  of  the  Secretary  of  the  Treas'ury,  with  the  Federal 
Reserve  bank,  or  with  a  designated  depositary  or  fiscal  agent  of  the  United  States. 
Inasmuch  as  this  Corporation’s  operations  extend  to  South  and  Central  America, 
Africa,  and  other  parts  of  the  world,  it  is  neces'sary  to  maintain  bank  accounts  in 
the  majority  of  these  places. 
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It  is  noted  that  sections  105  and  106  of  said  bill  are  substantially  identical  with 
subsections  (a)  and  (b)  of  section  5  of  Public  Law  No.  4  (79th  Cong.,  1st  sess.) 
being  the  so-called  George  bill,  which  provided  for  an  audit  by  the  General  Ac¬ 
counting  Office  in  accordance  with  the  principles  and  procedures  applicable  to 
commercial  corporate  transactions  and  under  such  rules  and  regulations  as  may 
be  prescribed  by  the  Comptroller  General.  At  the  present  time  the  records  and 
accounts  of  this  Corporation  .gre  audited  by  a  nationally  known  accounting  firm, 
and  it  is  assumed  that  an  audit  by  the  General  Accounting  Office  will  not  entail 
any  substantial  change  in  the  practices  and  procedures  now  being  followed  by  this 
Corporation  since  the  bill  implies  that  the  audit  by  the  General  Accounting  Office 
will  be  conducted  in  accordance  with  the  principles  and  procedures  applicable  to 
commercial  corporate  transactions. 

Until  the  scope  and  purposes  of  the  bill  are  explained  more  fully,  it  cannot  be 
determined  whether  the  provision  contained  in  section  102  of  the  bill,  requiring 
the  submission  of  annual  budgets  to  the  Bureau  of  the  Budget  and  the  approval 
or  modification  thereof  by  Congress,  would  unduly  impede  this  Corporation’s 
operations.  Accordingly,  this  office  prefers  to  withhold  its  final  comment  on  such 
provision.  The  same  is  true  of  the  provision  contained  in  section  104  to  the  effect 
that  no  Government  corporation  shall  transact  any  business  except  such  business 
as  is  authorized  by  act  of  Congress  as  part  of  its  budget  program. 

Your  attention  is  directed  to  the  fact  that  Rubber  Development  Corporation 
was  created  entirely  as  a  war  measure  for  the  procurement  of  natural  rubber 
outside  the  United  States  from  the  few  remaining  available  sources.  The  life 
and  activities  of  the  Corporation  are  not  expected  to  last  beyond  the  present 
rubber  emergency,  with  the  result  that  the  program  probably  will  have  expired 
before  it  will  .be  possible  to  modify  the  Corporation’s  procedures  in  accordance 
with  what  appears  to  be  the  intention  of  the  proposed  legislation. 

The  existing  procedures  for  the  procurement  of  strategic  and  critical  materials 
contemplate  that  the  Combined  Raw  Materials  Board  and  the  War  Production 
Board  shall  determine  the  quantity  of  materials  to  be  purchased  and  the  areas 
from  which  such  materials  are  to  be  obtained.  When  the  War  Production  Board 
determines,  as  it  has,  that  natural  rubber  is  the  most  critical  of  all  strategic 
materials  and  that  the  maximum  quantity  obtainable  is  most  urgently  needed  in 
1945-46,  Rubber  Development  Corporation  must  be  in  a  position  to  act  im¬ 
mediately,  and  to  meet  any  conditions  in  order  to  accomplish  its  clearly  defined 
objective.  Governmental  processes  which  may  be  highly  desirable  in  times  of 
peace  but  which  impede  the  activities  of  war  agencies  are  of  questionable  merit. 

Unfortunately,  the  activities  required  of  Rubber  Development  Corporation  in 
order  to  obtain  the  maximum  quantity  of  natural  rubber  cannot  be  predicted  with 
any  degree  of  certainty.  Until  military  operations  are  more  clearly  defined,  it  is 
impossible  to  determine  the  extent  to  which  those  rubber  producing  areas  in  the 
Far  East  which  have  not  been  reoccupied  will  require  assistance  in  financing  rubber 
production,  in  developing  the  existing  plantations,  and  in  transporting  labor, 
materials,  and  food  supplies.  These  activities  might  conceivably  exceed  in  scope 
and  cost  the  present  operations  of  Rubber  Development  Corporation.  To  treat 
such  items  as  contingencies  or  emergencies  under  section  104  of  the  bill  in  all 
probability  would  defeat  the  purpose  of  budgetary  control  desired  by  Congress  as 
the  amount  required  for  contingencies  may  exceed  those  items  which  could  be 
definitely  anticipated.  ^ 

It  might  be  pointed  out  further  that,  the  operations  of  this  Corporation  will  be 
determined  not  only  by  the  War  Production  Board  and  the  Combined  Raw 
Materials  Board  but  also  by  international  political  decisions  relating  to  the  distri¬ 
bution  between  the  various  members  of  the  United  Nations  of  the  work  to  be  per¬ 
formed  in  reconquered  rubber  areas.  Rubber  Development  Corporation  cannot 
forecast  what  will  be  the  effect  of  these  decisions  but  must  be  prepared  to  carry  out 
any  assignment  to  the  United  States. 

It  is  understood  that  the  committee  will  hold  hearings  and  it  is  requested  that 
this  office  be  permitted  to  comment  further  upon  the  bill  when  more  comprehensive 
information  is  available  to  it. 

The  Bureau  of  the  Budget  advises  that  it  has  no  objection  to  the  submission  of 
this  letter. 

Very  truly  yours, 

(Signed)  F.  W.  Utz,  Executive  Vice  President. 
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Executive  Office  of  the  President, 

Office  for  Emergency  Management, 

Office  of  Inter-American  Affairs, 

Washington,  D.  C.,  April  6,  1945. 

Hon.  Carter  Manasco, 

House  of  Representatives ,  Washington,  D.  C. 

Dear  Mr.  Manasco:  I  have  your  letter  of  February  20,  1945,  addressed  to 
the  Institute  of  Inter-American  Affairs  in  which  you,  as  chairman  of  the  House 
Committee  on  Expenditures  in  the  Executive  Departments,  enclosed  a  copy  of 
H.  R.  2177  and  requested  that  the  committee  be  given  the  benefit  of  the  views  of 
the  Institute  as  to  the  merits  of  the  bill.  This  letter  was  acknowledged  on 
February  27,  1945,  by  Mr.  Kenneth  R.  Iverson,  general  counsel  of  the  Institute. 
He  had  talked  to  your  secretary  and  determined  that  it  would  be  satisfactory 
to  reply  in  detail  later  following  the  conference  on  problems  of  war  and  peace  in 
Mexico,  inasmuch  as  Major  General  Dunham,  president  of  the  Institute,  other 
officials  of  the  corporation,  and  I  were  in  attendance  at  the  conference. 

Subsequently,  we  received  three'other  letters  dated  February  20,  1945,  addressed 
to  the  Inter-American  Educational  Foundation,  Inc.,  Institute  of  Inter-American 
Transportation,  and  Inter-American  Navigation  Corporation.  The  corporations 
referred  to,  together  with  Prencmradio,  Inc.,  for  which  a  letter  has  not  been 
received,  were  caused  to  be  created  by  the  Coordinator  of  Inter-American  Affairs 
for  the  purpose  of  assisting  in  carrying  out  the  Coordinator’s  program,  and  for 
this  reason  I  would  like  to  report  the  views  of  this  Office  on  H.  R.  2177  as  represent¬ 
ing  those  of  the  corporations  named.  H.  R.  2177  specifically  names  these  five 
corporations. 

First,  I  would  like  to  say  that  the  Inter-American  Navigation  Corporation  is  in 
the  process  of  being  dissolved  and  that  the  two  projects  originally  undertaken  by 
Prencinradio,  Inc.  are  now  in  process  of  liquidation.  The  work  of  the  other  three 
corporations  is  continuing  and  we  feel  that  it  is  important  that  the  programs 
which  they  are  conducting  in  the  other  American  Republics  be  carried  out  to 
conclusion  in  the  present  efficient  manner.  The  activities  of  these  corporations 
are  almost  entirely  in  the  other  American  Republics  and  are  in  cooperation  with 
the  governments  of  the  other  American  Republics. 

As  stated  in  section  2  of  the  bill,  it  is  declared  to  be  the  policy  of  the  Congress 
to  bring  Government  corporations  and  their  transactions  and  operations  under 
annual  scrutiny  by  the  Congress  and  to  provide  current  financial  control  thereof. 
I  believe  that  this  policy  is  now  being  carried  out  insofar  as  it  concerns  our  cor¬ 
porations  as  they  have  kept  the  Bureau  of  the  Budget  and  the  Appropriations 
Committees  of  Congress  informed  of  their  activities  and  have  had  the  accounts 
audited  by  the  General  Accounting  Office,  as  will  be  pointed  out  in  further  detail. 

Sections  102  and  103  of  the  bill  require  corporations  to  prepare  and  submit 
budget  programs  to  the  Bureau  of  the  Budget  and  the  Congress  annually,  such 
budget  programs  to  cover  all  operations  for  the  ensuing  fiscal  year  with  compari¬ 
sons  with  the  current  fiscal  year  and  the  last  completed  fiscal  year.  At  the 
present  time  the  corporations  of  this  Office  are  preparing  and  submitting  to  the 
Bureau  of  the  Budget  and  the  Appropriations  Committees  of  the  Congress, 
budgets  including  budget  programs  on  a  receipt  and  expenditure  basis,  as  well  as 
certain  budgetary  statements  on  a  commitment,  authorization,  and  expenditure 
basis.  (See  pp.  168-172  of  the  War  Supplement  to  the  1945  Budget.)  Any 
additional  capitalization  required  by  the  corporations  of  this  Office  and  any 
additional  cash  funds  needed  by  them  in  connection  with  the  payment  of  com¬ 
mitments  under  the  cooperative  agreements  of  the  corporations  are  included  as 
separate  items  in  the  justification  which  are  presented  to  the  Appropriations 
Committees.  In  presenting  such  items  relating  to  corporations,  the  financial 
and  operational  programs  of  the  corporations  are  set  forth. 

In  all  probability  more  detailed  information  will  be  required  if  H.  R,  2177  be¬ 
comes  law,  and  this  is  quite  satisfactory  as  the  activities  of  the  corporations  are 
those  relating  to  the  foreign  policy  of  the  United  States  and  all  information  con¬ 
cerning  their  operations  are  available  to  the  Congress  and  to  the  President.  We 
have  from  time  to  time  furnished  to  Members  of  the  Congress  and  to  the  Bureau 
of  the  Budget,  upon  request,  information  concerning  the  operations  of  the  corpo¬ 
rations  and  we  also  make  an  annual  report  concerning  such  operations  to  the 
President,  as  required  by  the  Congress  in  the  acts  appropriating  funds  for  this 
Office.  Annual  financial  reports  are  also  made  by  the  corporations  pursuant  to  the 
provisions  of  the  Budget-Treasury  Regulation  No.  2.  Copies  of  the  reports  pre¬ 
pared  under  this  regulation,  which  are  the  same  as  those  which  are  sent  to  the 
President,  are  furnished  to  the  Treasury  Department,  the  Bureau  of  the  Budget, 
and  the  House  Appropriations  Committee. 
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There  is  a  question  as  to  the  advisability  of  the  last  paragraph  of  section  103 
which  requires  the  budget  to  set  forth  specifically  requests  for  emergency  opera¬ 
tions.  Also,  the  next  to  the  last  sentence  of  section  106  raises  a  question  as  to 
what  extent  corporations  will  be  permitted  to  deviate  from  budget  programs  pre¬ 
pared  from  6  to  12  months  in  advance  of  the  beginning  of  the  fiscal  year  for  which 
such  budget  programs  are  prepared.  The  intent  appears  to  be  to  prevent  corpo¬ 
rations  from  carrying  out  any  program  or  making  any  expenditure,  etc.,  not  cov¬ 
ered  by  the  budget  program.  The  immediate  question  is- to  what  extent  must 
the  budget  program  specifically  itemize  and  describe  each  and  every  program  or 
undertaking  contemplated,  which  specific  programs  or  undertakings  would  have 
to  be  worked  up  and  described  from  6  to  12  months  before  actual  steps  would  be 
taken  to  put  them  into  effect.  Also  to  what  extent  would  leeway  be  permitted 
with  respect  to  amounts  estimated  for  such  programs  and  undertakings.  It  has 
in  the  past  been  very  important  to  the  effectiveness  of  the  corporations  in  carrying 
out  programs  advancing  the  interest  of  the  Government  of  the  United  States  in 
the  other  American  Republics  to  be  able,  with  the  loss  of  a  minimum  of  time,  to 
initiate  emergency  and  other  programs  not  previously  contemplated  which  have 
been  requested  or  approved  by  the  Department  of  State. 

I  have  indicated  above  that  the  principal  activities  of  the  corporations  of  this 
Office  are  carried  out  in  the  other  American  republics  and  involve  programs 
cooperatively  undertaken  with  the  governments  of  the  other  American  Republics. 
It  is  very  desirable  and  important  to  efficient  operations  to  be  able  to  enter  into 
cooperative  agreements  with  the  governments  of  the  other  American  republics  for 
programs  to  be  conducted  for  periods  of  from  2  to  4  years  to  provide  time  to  enable 
definite  objectives  to  be  accomplished.  To  be  able  to  do  this,  the  corporations 
must  have  funds  to  meet  the  commitments  both  for  programs  and  for  the  ad¬ 
ministration  of  the  programs  made  in  the  agreements  at  the  time  they  are  executed. 
Our  agreements  generally  provide  funds  for  a  cooperative  program  such  as  health 
and  sanitation  and,  in  addition,  obligate  the  corporation  to  pay  the  expenses  of  the 
technical  missions  which  are  to  service,  so  far  as  the  United  States  is  concerned,  the 
technical  and  administrative  phases  of  the  program.  Programs  involving  malaria 
control,  w'ater  supply  and  sewage  systems,  control  of  disease,  demonstration  and 
training  in  the  effectiveness  of  United  States  methods  involving  health  and 
sanitation  problems,  as  examples,  cannot  be  satisfactorily  undertaken  and  com¬ 
pleted  within  the  fiscal  year  and  it  is  desirable  from  the  standpoint  of  accomplish¬ 
ment  of  necessary  results  to  be  able  to  agree  to  undertake  activities  over  such 
period  of  time  as  will  permit  our  technicians  to  accomplish  a  definite  program. 
The  governments  of  the  other  American  republics  are  able  to  contract  for  programs 
lasting  longer  than  through  a  particular  fiscal  year  and  it  is  important  that  we  are 
in  a  position  to  do  the  same  when  by  doing  so  the  work  which  the  United  States 
is  doing  is  benefited. 

Inasmuch  as  the  customs,  operation  methods,  and  policies  of  the  Latin-Ameri- 
can  governments  and  people  vary  widely  from  those  existing  in  this  country,  it  is 
impracticable,  if  not  impossible  in  a  great  many  instances,  for  the  cooperative 
agreements  to  be  negotiated  and  the  programs  undertaken  with  the  same  dispatch 
as  is  possible  in  the  United  States.  In  fact,  several  months  are  usually  necessary 
to  negotiate  such  an  agreement.  Placing  the  program  funds  of  the  corporations 
on  a  fiscal-year  basis  would  make  it  imperative,  in  the  case  of  an  agreement  being 
negotiated  near  the  end  of  a  fiscal  year,  for  the  element  of  haste  to  be  injected  into 
the  negotiations  in  order  to  consummate  the  agreement  before  June  30  or  for  the 
negotiations  to  be  suspended  until  the  beginning  of  the  new  fiscal  year.  Both  the 
introduction  of  haste  into  such  matters  and  the  uncertainty  of  knowing  whether  new 
funds  will  be  available  during  the  following  fiscal  year  would  seriously  adversely  af¬ 
fect  the  programs  of  the  corporations  concerned.  In  this  connection,  it  is  pointed 
out  that  the  budgetary  processes  followed  by  this  Office  in  the  past  in  connection 
with  obtaining  funds  and  contract  authority  for  financing  the  operations  of  the 
corporations  has  been  to  present  the  program  requirements,  including  the  funds 
necessary  for  the  salaries  and  other  expenses  of  field  staffs,  on  a  period  basis  deter¬ 
mined  by  the  estimated  length  of  the  periods  to  be  covered  by  the  cooperative 
agreements  to  be  executed  or  extended  for  the  reasons  pointed  out  above. 

If  the  intent  of  section  104  is  to  require  corporations  to  budget  expenses  and 
commitments  by  fiscal  years,  the  success  of  the  cooperative  programs  carried  out 
by  the  corporations  of  this  Office  would  be  endangered. 

It  is  not  clear  whether  section  104  of  the  act  would  have  the  effect  of  restricting 
cooperative  agreements  and  funds  necessary  for  the  salaries  and  other  expenses  of 
field  technical  staffs  to  particular  fiscal  years.  If  Congress  would  not  appropriate 
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funds  which  could  be  used  over  a  period  of  several  fiscal  years,  in  the  case  of  coop¬ 
erative  agreements,  the  programs  would  be  seriously  handicapped  and  would  lose 
to  a  large  extent  their  effectiveness. 

The  phrase  in  section  104  which  reads:  “*  *  *  and  no  expenditures  for 

administrative  expenses  in  any  fiscal  year  shall  be  made  by  any  such  corporation 
except  in  the  amounts  authorized  and  made  available  by  Congress  for  such  fiscal 
year,”  appears  very  restrictive  and  would  apparently  have  the  effect  of  placing 
the  corporations  on  a  fiscal-year  basis  if  this  provision  applied  not  only  to  general 
administrative  expenses  of  the  corporations  but  also  to  the  salaries  and  other 
expenses  of  personnel  directly  involved  in  the  carrying  out  of  program  operations 
such  as  members  of  the  field  technical  staffs  mentioned  above.  As  indicated, 
because  of  the  operations  of  the  corporations,  in  the  other  American  Republics 
and  in  the  establishment  of  relations  with  the  governments  of  the  other  American 
Republics  for  programs  to  be  mutually  carried  out,  such  restriction  would  seri¬ 
ously  handicap  the  effectiveness  of  the  programs  by  the  corporations  representing 
the  United  States.  It  would  be  very  desirable  if  Congress  would  permit  the  cor¬ 
porations  to  continue  to  receive  appropriations  to  be  used  in  carrying  out  programs 
approved  by  Congress  over  a  period  of  such  years  as  is  necessary  to  accomplish 
the  desired  results  in  the  most  efficient  manner. 

Sections  105  and  106  are  substantially  the  same  as  sections  5  a  and  b  of  Public 
Law  4,  Seventy-ninth  Congress,  approved  February  24,  1945,  regarding  audits 
by  the  General  Accounting  Office.  You  are  informed  that  this  Office  in  July  of 
1943  made  arrangements  with  the  General  Accounting  Office  for  the  audit  of  the 
accounts  of  the  corporations  of  this  Office,  and  the  audit  of  the  accounts  is  going  on. 

With  regard  to  section  302,  you  are  informed  that  the  corporations  of  this 
Office  have  established  accounts  with  the  Treasurer  of  the  United  States  and  are 
using  the  facilities  of  the  Division  of  Disbursement,  Treasury  Department,  to 
the  greatest  extent  possible  in  disbursing  their  funds. 

With  regard  to  section  303,  you  are  informed  that  only  one  of  the  corporations 
of  this  Office  has  borrowed.  The  Inter- American  Navigation  Corporation  bor¬ 
rowed  money  from  the  Reconstruction  Finance  Corporation  which  amount  has 
now  been  repaid.  It  is  not  contemplated  that  any  of  the  corporations  will  ever 
have  need  to  borrow  funds  in  the  future.  In  this  connection,  it  might  be  well  to 
explain  that  the  corporations  of  this  Office  are  provided  with  capital  funds  either 
by  grant  from  the  Office  of  Inter-American  Affairs  or  through  the  purchase  of 
capital  stock  by  the  Office.  In  the  latter  case,  the  stock  is  held  in  trust  for  the 
United  States  Government. 

In  summary,  it  is  the  belief  of  this  Office  that  the  corporations  named  above 
are  complying  with  the  basic  policy  and  principles  of  the  bill,  but  that  there  are 
certain  aspects  of  the  bill  which,  if  enacted,  would  seriously  handicap  the  conduct 
of  the  programs  being  conducted  by  the  corporations  in  the  other  American 
republics. 

Sincerely  yours, 


(Signed)  Wallace  K.  Harrison, 

Director. 


National  Housing  Agency, 
Washington  25,  D.  C.,  April  20,  1945. 

Re  H.  R.  2177,  Seventy-ninth  Congress,  H.  R.  2051,  Seventy-ninth  Congress, 
S.  469,  Seventy-ninth  Congress. 

Hon.  Carter  Manasco, 

Chairman,  Committee  on  Expenditures  in  the  Executive  Departments, 

House  of  Representatives,  Washington,  D.  C. 

My  Dear  Congressman  Manasco:  This  will  supplement  my  letter  of  March  5 
acknowledging  your  letters  of  February  20,  directed  to  several  of  the  agencies 
administered  within  the  National  Housing  Agency,  requesting  a  report  on  H.  R. 
2177,  a  bill  to  provide  for  financial  control  of  Government  corporations,  which 
was  introduced  by  Congressman  Whittington  on  February  14  and  referred  to  the 
Committee  on  Expenditures  in  the  Executive  Departments. 

In  accordance  with  your  request,  I  am  sending  to  you  with  this  letter  three 
copies  of  our  report  on  H.  R.  2177. 

As  you  know,  two  other  bills  similar  to  H.  R.  2177  have  been  introduced  during 
the  current  session  of  Seventy-ninth  Congress.  H.  R.  2051  was  introduced  by 
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Congressman  Case  on  February  7  and  referred  to  the  Committee  on  Expenditures 
in  the  Executive  Departments.  S.  469  was  introduced  by  Senator  Bvrd  (for 
himself  and  Senator  Butler)  on  February  5  and  referred  to  the  Committee  on 
Banking  and  Currency.  Our  views  with  respect  to  these  two  bills,  of  course,  are 
identical  with  those  expressed  in  the  attached  report  on  H.  R.  2177. 

The  National  Housing  Agency  is  in  accord  with  certain  general  principles  which 
are  apparently  intended  to  be  accomplished  by  the  bill.  The  National  Housing 
Agency  now  presents  to  the  Congress,  annually  when  its  appropriation  for  ad¬ 
ministrative  expenses  is  under  consideration,  a  complete  operating  budget  for  its 
corporate  activities.  Its  activities  in  support  of  private  financing  for  construc¬ 
tion  of  residential  nonfarm  housing,  and  its  operation  and  supervision  of  the 
public  housing  program  of  the  Government  in  cooperation  with  local  housing 
authorities  in  communities  throughout  the  country  are  audited  by  the  General 
Accounting  Office.  It  has  frequently  consulted  with  representatives  of  the 
General  Accounting  Office  as  to  the  propriety  of  its  accounts  and  procedures. 

The  Administrator  has  ever  sought  to  place  before  the  Congress  the  fullest 
possible  information  as  to  the  capital  structure  and  operations  of  the  Agency 
and  its  exercise  of  Abe  powers  and  discharge  of  the  responsibilities  vested  in  the 
Agency  and  in  its  constituents.  The  corporate  form  of  the  constituents  of  the 
Agency  has  in  each  case,  with  the  exception  of  the  Defense  Homes  Corporation 
(which  was  transferred  from  the  RFC  to  the  Agency  for  administration  under 
Executive  Order  9070),  been  accomplished  at  the  direction  of  the  Congress,  in 
order  ta  provide  the  flexible  powers  required  for  effective  solution  of  the  problems 
of  providing  adequate  housing  for  the  nonfarm  populatian  of  the  United  States. 

I  have  been  advised  by  the  Bureau  of  the  Budget  that  there  would  be  no  objec¬ 
tion  to  the  submission  of  this  report. 

Sincerely  yours, 

(Signed)  John  B.  Blandford,  3 t.,, Administrator. 


National  Housing  Agency,  Office  of  the  Administrator 

Statement  Re  S.  469,  Seventy-ninth  Congress,  and  H.  R.  2177,  Seventy- 

ninth  Congress 

S.  469,  a  bill  to  provide  for  financial  control  of  Government  corporations,  was 
introduced  by  Senator  Byrd  (for  himself  and  Senator  Butler)  on  February  5,  1945, 
and  referred  to  the  Committee  on  Banking  and  Currency.  H.  R.  2177,  which  is 
identical  with  S.  469,  was  introduced  by  Representative  Whittington  on  February 
14,  1945,  and  referred  to  the  Committee  on  Expenditures  in  the  Executive  Depart¬ 
ments.  The  bills  are  based  on  the  additional  report  of  the  Joint  Committee  on 
Reduction  of  Nonessential  Federal  Expenditures,  dated  August  1,  1944  (S.  Doc. 
No.  227,  78th  Cong.,  2d  sess.).  The  recommendations  contained  in  said  addi¬ 
tional  report  were  as  follows: 

“1.  That  over-all  public  control  be  established  promptly  with  reference  to 
current  control  by  the  Congress,  the  Budget,  Treasury,  and  the  General  Account¬ 
ing  Office: 

“(a)  To  take  form  of  a  business-type  budget — a  work  program  for  the 
ensuing  year,  with  comparisons  for  the  year  in  progress,  and  for  the  last 
_  completed  year — presented  to  the  Bureau  of  the  Budget. 

“(b)  After  review  and  modification,  to  be  included  in  the  budget  for  sub¬ 
mission  to  Congress. 

“(c)  To  be  acted  upon  by  Congress  in  a  similar  manner  as  to  appropriations. 
“(d)  With  provision  for  control  accounts  in  the  Treasury  and  audit  by 
the  General  Accounting  Office. 

“2.  That  the  Comptroller  General  of  the  United  States  be  made  the  auditor 
and  comptroller,  ex  officio,  of  each  and  every  Government  corporation. 

“It  would  be  necessary  in  carrying  out  this  procedure  to  make  provision  for 
some  discretion  in  executing  the  programs  as  authorized. 

“And  to  arrange  for  the  procedure  as  to  audit  and  settlement  by  the  General 
Accounting  Office,  and  for  the  manner  of  Treasury  control.” 

The  provisions  of  title  I  apply  to  wholly  owned  Government  corporations;  the 
provisions  of  title  II  apply  to  mixed-ownership  Government  corporations,  and 
the  provisions  of  title  III  apply  generally  to  both  types  of  Government 
corporations. 
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Title  I 

The  term  “wholly  owned  Government  corporation”  is  defined  to  include, 
among  others,  several  of  the  agencies  which  are  administered  within  the  National 
Housing  Agency,  namely:  “Federal  Public  Housing  Authority  (U.  S.  Housing 
Authority)  and  including  public  housing  projects  financed  from  appro¬ 
priated  funds  and  operations  thereof;  Defense  Homes  Corporation;  Federal 
Savings  and  Loan  Insurance  Corporation;  Home  Owners’  Loan  Corporation; 
United  States  Housing  Corporation.” 

Sections  102  and  103  appear  to  be  designed  to  carry  out  numbers  1  (a),  1  (b), 
and  1  (c)  of  the  recommendations  contained  in  said  additional  report  of  the 
Joint  Committee  on  Reduction  of  Nonessential  Federal  Expenditures.  These 
sections  require  that  a  budget  program  for  the  ensuing  fiscal  year,  -with  compari¬ 
sons  with  the  current  fiscal  year  and  last  completed  fiscal  year,  be  submitted 
annually  by  each  wholly  owned  Government  corporation  to  the  Bureau  of  the 
Budget  for  consideration  and  inclusion  in  the  Budget  in  the  same  manner,  as 
nearly  as  practicable,  as  are  the  estimates  and  other  information  submitted  in 
accordance  with  the  Budget  and  Accounting  Act  of  1921.  Such  budget  programs 
thus  submitted  to  the  Congress  would  then  be  considered  and  approved,  modified, 
or  prohibited  by  it  in  the  same  manner,  as  nearly  as  practicable,  as  appropriations 
are  considered  and  made  by  the  Congress. 

The  Federal  Public  Housing  Authority,  the  Federal  Savings  and  Loan  Insur¬ 
ance  Corporation,  and  the  Home  Owners’  Loan  Corporation  are  required  to 
submit  annual  estimates  of  their  administrative  expenses  and  obtain  from  the 
Congress  annual  authorizations  for  the  amounts  of  their  funds  which  may  be 
spent  for  administrative  expenses.  Such  Budget  estimates  are  included  in  the 
Budget  (see  the  Budget  for  the  United  States  Government  for  the  fiscal  year 
ending  June  30,  1946,  pp.  187-207).  While  these  corporations  are  not  required  to 
submit  annual  estimates  of  their  nonadministrative  or  operational  expenses, 
it  is  primarily  because  of  the  character  of  their  programs  and  operations  and  the  fact 
that  their  long-term  programs  and  operations  have  been  specifically  authorized 
by  the  Congress  and  are  subject  to  general  congressional  review  in  connection 
with  their  annual  administrative  expense  authorizations. 

The  nonadministrative  or  operational  expenses  of  these  corporations  include: 

(1)  Federal  Public  Housing  Authority — loans,  not  exceeding  $800,000,000,  to 
local  public  housing  agencies  for  the  development  of  low-rent  housing  and  slum- 
clearance  projects  and  annual  contributions,  not  exceeding  $28,000,000  per  annum, 
to  such  agencies  to  assist  in  achieving  and  maintaining  the  low-rent  character  of 
their  projects.  It  is  to  be  noted  that  the  amounts  for  annual  contributions  are 
appropriated  annually  by  the  Congress  and  are  therefore  under  current  control 
by  the  Congress  (see  p.  18  of  said  additional  report  of  the  Joint  Committee  on  the 
Reduction  of  Nonessential  Federal  Expenditures),  and  that  the  loan  authorization 
has  for  all  practical  purposes  been  exhausted. 

(2)  Federal  Savings  and. Loan  Insurance  Corporation— all  necessary  expenses 
in  connection  with  the  liquidation  of  insured  institutions. 

(3)  Home  Owners’  Loan  Corporation — all  necessary  expenses  (including  serv¬ 
ices  performed  on  a  force  account,  contract,  or  fee  basis,  but  not  including  other 
personal  services)  in  connection  with  the  acquisition,  protection,  operation, 
maintenance,  improvement,  or  disposition  of  real  or  personal  property  belonging 
to  the  Home  Owners’  Loan  Corporation,  or  in  which  it  has  an  interest. 

The  budgeting  of  such  nonadministrative  expenses  would  involve  serious 
practical  difficulties.  In  the  case  of  the  Federal  Public  Housing  Authority  it 
would  be  extremely  difficult  to  make  an  accurate  estimate  as  to  the  amount  of 
loans  which  may  be  made  during  any  fiscal  year  as  this  depends  on  factors  over 
which  the  Authority  may  exercise  no  effective  control.  Such  factors  include, 
for  example,  the  number  of  approvable  applications  received,  the  rate  of  construc¬ 
tion  progress,  the  amounts  which  local  public  agencies  are  able  to  borrow  through 
the  sale  of  their  obligations  on  the  open  market  to  purchasers  other  than  the 
Authority,  etc. 

With  respect  to  the  Federal  Public  Housing  Authority  it  is  also  to  be  noted  that 
sections  102  and  103  would,  under  the  language  of  section  101,  apply  to  publicly 
financed  projects  under  its  jurisdiction  or  management,  title  to  which  is  vested 
in  the  United  States.  Such  projects  are  of  three  types: 

(1)  Projects  originally  constructed  by  the  Housing  Division  of  the  Federal 
Emergency  Administration  of  Public  Works  and  transferred  to  the  Authority; 

(2)  Nonfarm  housing  projects  originally  constructed  by  the  Resettlement 
Administration  or  the  Farm  Security  Administration  and  transferred  to  the 
Authority;  and 
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(3)  War-housing  projects  originally  constructed  by  the  Authority  or  by  various 
Federal  agencies,  including  the  War  and  Navy  Departments,  Federal  Works 
Agency,  Maritime  Commission,  etc.,  and  transferred  to  the  Authority.  Funds 
for  the  construction  of  all  of  these  projects  were  appropriated  therefor  bv  the 
Congress.  J 

With  respect  to  all  of  these  projects,  it  is  apparent  that  estimates  as  to  the  non- 
admmistratiye  expenses  which  may  be  incurred  in  any  fiscal  year  would  be  of 
doubtful  validity,  because  in  a  very  large  measure  they  depend  upon  variable 
factors,  such  as  the  cost  of  materials  and  supplies,  the  rates  of  taxation  of  the 
communities  in  which  the  projects  are  located  (since  such  rates  determine  the 
amounts  of  payments  in  lieu  of  taxes),  the  number  of  projects  which  may  be  sold 
and  disposed  of,  the  number  of  temporary  projects  which  may  be  removed,  etc. 

In  the  case  of  projects  in  category  1,  no  new  projects  have  been  or  are  to  be 
constructed  and  practically  all  of  the  existing  projects  have  been  leased  to  local 
public-housing  agencies  in  accordance  with  the  requirements  of  the  United  States 
Housing  Act  of  1937,  as  amended.  Estimates  of  the  amounts  of  funds  required 
for  administrative  expenses  of  the  Authority  in  connection  with  these  projects  in 
each  fiscal  year  are  submitted  to  the  Congress  in  each  year  and  passed  upon  in  the 
annual  administrative  expense  authorizations.  The  same  considerations  apply 
generally  in  the  case  of  projects  in  category  2. 

In  the  case  of  projects  in  category  3,  the  Congress  has  appropriated  directly 
the  funds  for  projects  already  built  or  now  under  construction.  No  new  projects 
are  being  built  except  as  estimates  of  the  need  therefor  are  presented  to  the 
Congress  for  consideration  and  the  necessary  funds  therefor  are  appropriated 
by  the  Congress.  Also,  the  administrative  expenses  of  the  Authority  with  respect 
to  these  projects  are  likewise  presented  to  the  Congress  in  each  year  in  connection 
with  its  annual  administrative  expense  authorization. 

Attention  is  also  called  to  the  fact  that  estimates  of  administrative  expenses 
of  the  Defense  Homes  Corporation  are  also  submitted  to  the  Congress  and  passed 
upon  in  the  annual  administrative  expense  authorization  for  the  Federal  Public 
Housing  Authority.  (See  H.  R.  1984,  79th  Cong.)  No  new  projects  are  being 
or  are  to  be  undertaken  by  the  Defense  Homes  Corporation  and  the  considerations 
mentioned  above  with  respect  to  the  preparation  of  accurate  estimates  of  non- 
administrative  expenses  in  connection  with  the  operation  of  projects  in  the  three 
categories  described  above  apply  with  equal  force  with  respect  to  the  operation 
of  Defense  Homes  Corporation  projects. 

In  the  case  of  the  Federal  Savings  and  Loan  Insurance  Corporation  it  is  ob¬ 
viously  impossible  to  foresee  and  predict  with  any  degree  of  accuracy  the  number 
of  insured  institutions  that  will  go  into  default  in  any  given  fiscal  year,  or  their 
size,  as  these  matters  depend  upon  changing  economic  and  business  conditions  in 
the  various  localities.  It  is  therefore  impossible  to  estimate  with  any  degree  of 
accuracy  the  amount  of  expenses  which  will  have  to  be  incurred  in  connection 
with  the  liquidation  of  insured  institutions  in  any  given  fiscal  year.  If  larger  - 
amounts  were  required  than  had  been  estimated,  it  would  be  necessary  to  obtain 
an  additional  authorization  from  the  Congress.  However,  the  Congress  might 
not  be  in  session,  and  the  interests  of  the  investors  and  the  Insurance  Corporation 
would  be  placed  in  jeopardy  by  reason  of  the  inability  of  the  Insurance  Corpora¬ 
tion  to  incur  necessary  expenditures. 

Similarly,  in  the  case  of  the  Home  Owners’  Loan  Corporation,  the  number  of 
properties  which  must  be  acquired  by  foreclosure  or  by  deed  in  lieu  of  foreclosure 
depends  on  changing  economic  and  business  conditions,  and  the  amount  of  funds 
which  will  be  required  for  the  acquisition,  protection,  operation,  maintenance, 
improvement,  and  disposition  of  such  properties  in  any  fiscal  year  cannot  be 
predicted  with  accuracy.  Furthermore,  such  expenditures  as  those  for  taxes  and 
assessments  on  such  properties  depend  on  the  rates  fixed  by  State  or  local  author¬ 
ities  and  are  not  in  the  Corporation’s  control. 

All  the  properties  of  the  United  States  Housing  Corporation  have  now  been 
disposed  of  and  the  liquidation  of  the  Corporation  is  expected  to  be  completed 
during  the  current  fiscal  year.  Therefore,  the  United  States  Housing  Corpora¬ 
tion  probably  will  not  be  affected  by  the  bills.  It  is  to  be  noted,  however,  that 
the  Corporation  has  no  borrowing  power  and  that  its  administrative  expenses  are 
annually  presented  to  and  passed  upon  by  the  Congress.  The  factual  statements 
as  to  the  practical  difficulties  involved  in  estimating  accurately  the  nonadminis- 
trative  expenses  of  the  other  corporations  covered  in  this  report  would,  of  course, 
apply  with  equal  validity  in  the  case  of  similar  expenses  of  the  United  States 
Housing  Corporation. 

H.  Rept.  856,  79-1 
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In  view  of  these  circumstances,  it  would  appear  that  the  provisions  of  sections 
102  and  103  which  would  change  the  existing  situation  with  respect  to  the  non- 
administrative  expenses  of  the  corporations  covered  in  this  report,  while  not 
likely  to  result  in  any  practical  advantages  to  either  the  legislative  or  executive 
branches  of  the  Government,  would  cause  serious  and  costly  operational  diffi¬ 
culties  with  respect  to  their  administration. 

Section  104,  which  is  designed  to  carry  out  recommendation  No.  1  (d)  of 
said  Additional  Report  of  4he  Joint  Committee  on  Reduction  of  Nonessential 
Federal  Expenditures,  provides  for  two  requirements:  First,  that  no  wholly 
owned  Government  corporation  shall  transact  any  business  in  any  fiscal  year 
except  such  business  as  is  authorized  by  act  of  Congress  as  a  part  of  its  budget 
program  for  the  fiscal  year.  Second,  that  funds  made  available  for  the  adminis¬ 
trative  expenses  of  these  corporations  may  not  be  obligated  or  expended  until  an 
appropriation  account  has  been  established  therefor  pursuant  to  an  appropriation 
warrant  or  covering  warrant;  that  such  funds  shall  be  subject  to  apportionment 
by  the  Bureau  of  the  Budget;  and  that  claims  and  accounts  thereunder  shall  be 
subject  to  settlement  and  adjustment  by  the  General  Accounting  Office  in  accord¬ 
ance  with  the  Budget  and  Accounting  Act  of  1921,  as  amended.  The  first 
requirement  of  section  104  appears  to  go  beyond  the  scope  of  the  recommendations 
contained  in  said  Additional  Report  of  the  Joint  Committee  on  Reduction  of 
Nonessential  Federal  Expenditures. 

The  Congress  has  specifically  provided  for  the  establishment  and  functions  of 
some  of  the  wholly  owned  Government  corporations  which  would  be  subject  to 
the  requirements. of  section  104,  particularly  the  Federal  Public  Housing  Authority 
the  Federal  Savings  and  Loan  Insurance  Corporation,  and  the  Home  Owners’ 
Loan  Corporation. 

The  Federal  Public  Housing  Authority  was  established  as  a  permanent  instru¬ 
mentality  of  the  Government  by  the  United  States  Housing  Act  of  1937,  as 
amended,  for  the  purpose  of  assisting  the  States  and  their  political  subdivisions 
in  the  elimination  of  slums  and  the  provision  of  decent,  safe  and  sanitary  housing 
for  families  of  low  income.  The  Federal  Savings  and  Loan  Insurance  Corpora¬ 
tion  was  established  by  title  IV  of  the  National  Housing  Act,  as  amended,  as  a 
permanent  instrumentality  of  the  Government  to  insure  up  to  $5,000  for  each 
investor  in  each  insured  institution,  as  well  as  the  accounts  of  savers  and  investors 
in  all  Federal  savings  and  loan  associations  and  in-such  State-chartered  savings 
and  loan  associations  as  apply  and  are  found  eligible.  Likewise,  the  Home 
Owners’  Loan  Corporation  was  established  by  the  Home  Owners’  Loan  Act  of 
1933,  as  amended,  and  assigned  the  specific  task  of  assisting  distressed  home 
owners  and  realizing,  with  the  least  possible  loss  to  the  Government,  its  invest¬ 
ments  in  the  loans  made  by  it  for  such  purposes.  The  Congress,  of  course,  has  the 
power  to  abolish  any  of  these  corporations  or  to  curtail  their  statutory  powers 
or  functions  at  any  time  when  it  deems  such  action  to  be  necessary  or  desirable. 
Section  104,  however,  would  depart  completely  from  the  intent  and  purpose  of 
the  legislation  establishing  these  Corporations  and  turn  them  into  purely  temporary 
agencies  holding  only  a  1-year  authorization  to  do  business  unless  their  substantive 
authorizations  were  renewed  each  year.  It  is  apparent  that  the  provisions  of 
section  104,  while  resulting  in  no  substantial  benefit  to  the  Congress  or  to  the 
public  in  the  case  of  these  three  Corporations,  would  impose  almost  insuperable 
barriers  to  the  efficient  administration  of  these  Corporations  or  the  programs 
which  they  are  executing. 

With  respect  to  the  second  requirement  of  section  104,  it  is  to  be  noted  thae 
the  annual  administrative  expense  appropriations  or  authorizations  for  the  thret 
Corporations  mentioned  above  require  that  their  administrative  expenses  be  made 
through  appropriation  accounts  and  be  accounted  for  by  the  General  Accounting 
Office  in  accordance  with  the  Budget  and  Accounting  Act  of  1921,  as  amended. 
While  section  104  would  make  permanent  these  requirements,  sections  105  and 
106  would  go  further  and  would  provide  for  annual  audit  by  the  General  Account¬ 
ing  Office  of  their  financial  transactions,  including  nonadministrative  as  well  as 
administrative  expenditures,  and  for  a  report  to  Congress  of  such  audit,  including 
a  statement  as  to  any  program,  expenditure,  or  other  financial  transaction  or 
undertaking  which,  in  the  opinion  of  the  Comptroller  General,  had  been  carried 
on  or  made  without  authority  of  law.  This  audit  would  be  substantially  similar 
to  the  audit  provided  for  by  section  5  of  Public  Law  5,  Seventy-ninth  Congress. 
Since  Public  Law  5,  Seventy-ninth  Congress,  coverssubstantially  the  same  ground, 
there  would  appear  to  be  no  need  for  the  audit  provisions  of  sections  105  and  106 
which  apparently  are  designed  to  carry  out  recommendation  numbers  1  (d)  and 
2  of  said  Additional  Report  of  the  Joint  Committee  on  Reduction  on  Federal 
Expenditures.  Further,  in  view  of  the  fact  that  said  Public  Law  5  would  require 
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General  Accounting  Office  audit  of  both  administrative  and  nonadministrative 
expenses,  it  would  seem  that  the  Government  would  have  adequate  protection 
even  if  the  special  provisions  as  to  administrative  expenses  requiring  appropria¬ 
tion  accounts  and  settlement  and  adjustment'  in  accordance  with  the  Budget 
and  Accounting  Act  of  1921,  as  amended,  were  dispensed  with. 

Section  108  provides  that  under  certain  circumstances  any  wholly  (owned 
Government  corporation  shall  be  regarded  as  an  establishment  other  than  a  cor¬ 
poration  for  the  purposes  of  the  Budget  and  Accounting  Act  of  1921,  as  amended, 
and  other  provisions  of  law  relating  to  appropriations,  expenditures,  receipts, 
accounts,  and  other  fiscal  matters,  and  shall  not  be  subject  to  the  provisions  of  the 
bills  other  than  section  108.  This  result  would  follow  from  recommendation  by 
the  Director  of  the  Bureau  of  the  Budget  and  approval  by  Congress  in  connection 
with  the  budget  program  of  such  corporation  for  any  fiscal  year,  in  which  case  the 
corporation  would  be  so  treated  with  respect  to  subsequent  fiscal  years.  Section 
108  further  provides  that  whenever  it  is  deemed  by  the  Director  of  the  Bureau  of 
the  Budget,  with  the  approval  of  the  President,  to  be  practicable  and  in  the  public 
interest,  he  shall  include  such  a  recommendation  in  connection  with  the  Corpora¬ 
tion’s  budget  program. 

Under  section  6  (a)  of  the  United  States  Housing  Act  of  1937,  as  amended,  the 
financial  transactions  of  the  Authority  (such  as  the  making  of  loans  and  annual 
contributions,  and  the  acquisition,  sale,  exchange,  lease,  or  other  disposition  of 
real  and  personal  property)  and  vouchers  in  connection  with  such  financial 
transactions,  while  subject  to  audit  by  the  General  Accounting  Office,  are  final 
and  conclusive  upon  all  officers  of  the  Government.  This,  of  course,  is  essential, 
because  of  the  character  of  its  operations  and,  if  section  108  was  applied  to  the 
Authority,  serious  difficulties  would  result. 

Also,  under  section  402  fc)  (5)  of  the  National  Housing  Act,  as  amended,  and 
section  4  (j)  of  the  Home  Owners’  Loan  Act  of  1933,  as  amended,  the  Insurance 
Corporation  and  the  Home  Owners’  Loan  Corporation  have  power  to  incur 
necessary  expenditures  even  though  the  same  are  not  in  accord  with  the  restric¬ 
tive  statutes  governing  the  expenditure  of  public  funds.  This  power  is  important 
in  order  that  said  corporations  may  conduct  their  business  operations  in  a  business¬ 
like  manner  and  to  the  best  interest  of  the  Government  and  the  public.  If  section 
108  were  applied  to  them,  great  confusion  would  be  caused  on  this  basic  and 
fundamental  point.  For  example,  it  might  be  contended  that  they  could  not 
engage  attorneys  to  render  legal  advice  or  to  represent  them  in  litigation;  that 
they  could  not  procure  necessary  supplies  through  business  channels  and  through 
regular  business  procedures;  and  that  in  other  ways  they  would  be  forced  to  follow 
Government  practices  which  are  well  suited  to  regular  Government  operations 
but  which  are  ill  adapted  to  the  efficient  and  economical  administration  of  the 
operations  of  these  corporations. 

Section  108  therefore  appears  to  be  contrary  to  sound  principles. 

TITLE  II 

Section  202  provides  for  audits  by  the  General  Accounting  Office  of  the  financial 
transactions  of  “mixed  ownership”  Government  corporations  defined  to  include, 
among  others,  the  Federal  home-loan  banks.  Except  for  the  requirements  as  to 
appropriation  accounts  for  administrative  expenses  and  for  settlement  and  adjust¬ 
ment  of  administrative  expenses  in  accordance  with  the  Budget  and  Accounting 
Act  of  1921,  as  amended,  such  audits  and  reports  would  be  similar  to  those  required 
under  title  I  with  respect  to  wholly  owned  Government  corporations.  If  the 
Government  capital  was  withdrawn  from  a  particular  “mixed  ownership”  corpo¬ 
ration,  such  corporation  wmuld  not  be  subject  to  these  audit  requirements  while 
it  remained  without  Government  capital. 

In  connection  with  this  provision,  it  may  be  helpful  to  recall  that  the  Federal 
home-loan  banks  were  established  with  a  minimum  capital  of  $134,000,000,  of 
w'hich  the  Secretary  of  the  Treasury  subscribed  for  $124,741,000,  or  93  percent, 
on  behalf  of  the  United  States,  the  remaining  $9,259,000,  or  7  percent,  being  sub¬ 
scribed  for  by  institutions  seeking  membership.  During  the  year  1941  the  Re¬ 
construction  Finance  Corporation,  pursuant  to  statutory  authority,  purchased 
the  $124,741,000  of  Government  stock.  At  June  30,  1944,  the  paid-in  capital 
stock  of  the  Federal  home-loan  banks  amounted  to  $185,976,350,  of  wdiich  the 
$124,741,000  held  by  the  Reconstruction  Finance  Corporation  constituted  67  per¬ 
cent  and  the  $61,235,350  held  by  member  -institutions  constituted  33  percent. 
Reserves  and  surplus  of  the  banks  amounted  to  $17,502,269  at  the  same  date. 
All  stock  shares  in  dividend  distributions  without  preference. 
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The  statute  provides  that  after  the  amounts  of  capital  of  a  Federal  home-loan 
bank  paid  in  by  members  equals  the  amount  paid  in  by  the  Secretary  of  the  Treas¬ 
ury,  such  bank  shall  apply  annually  to  the  retirement  of  the  Government  stock 
50  percent  of  all  sums  thereafter  paid  in  as  capital  until  all  Government  stock  is 
retired  at  par.  Government  stock  may  at  any  time,  in  the  discretion  of  the  Fed¬ 
eral  home-loan  bank,  and  with  the  approval  of  the  Federal  Home  Loan  Bank 
Administration  be  paid  off  at  par  and  retired  in  whole  or  in  part,  and  the  Admin¬ 
istration  may  at  any  time  require  such  stock  to  be  paid  off  at  par  and  retired  in 
whole  or  in  part  if,  in  its  opinion,  the  particular  bank  has  resources  available 
therefor. 

Each  Federal  home-loan  bank  is  examined  semiannually  by  the  Federal  Home 
Loan  Bank  Administration  in  accordance  with  section  20  of  the  Federal  Home 
Loan  Bank  Act.  Examinations  are  rigorous  and  searching,  and  include  detailed 
audit  of  all  disbursements,  checking  into  depositaries  of  all  receipts,  and  detailed 
verification  of  all  income  accruals  and  collections.  Requirements  and  procedures 
with  respect  to  accounting  and  auditing  of  the  banks  are  discussed  at  pages  88 
and  89  of  Part  I  of  Senate  Document  No.  172,  Seventy-sixth  Congress,  third 
session.  A  detailed  financial  report  with  respect  to  the  Federal  home-loan  banks 
is  prepared  and  submitted  annually  by  the  Federal  Home  Loan  Bank  Administra¬ 
tion  in  accordance  with  Budget-Treasury  Regulation  No.  2,  issued  under  Execu¬ 
tive  Order  No.  8512  as  amended  bj-  Executive  Order  No.  9084.  Also,  information 
on  the  operations  of  the  banks  is  furnished  to  Congress  annually  in  the  annual 
reports  of  the  Federal  Home  Loan  Bank  Administration. 

It  is  not  apparent  how  the  inquiry  into  the  financial  affairs  of  the  Federal  home- 
loan  banks  under  section  202  could  be  made  more  thorough  than  under  the  exist¬ 
ing  system.  It  is  to  be  remembered  that  the  examinations  and  audits  now  being 
conducted  are  independent  examinations  and  audits  made  by  the  Federal  Home 
Loan  Bank  Administration,  which  has  the  statutory  function  of  supervising  the 
banks.  Since  the  existing  statutory  requirements  would  not  be  abrogated  by 
these  bills,  the  effect  of  the  present  provisions  of  section  202  would  merely  be  to 
require  a  partial  duplication  of  what  is  now  being  done,  with  the  result  that  there 
would  be  increased  expense  without  corresponding  benefit.  At  the  same  time,  it 
would  be  impracticable  to  abolish  the  examinations  and  audits  by  the  Federal 
Home  Loan  Bank  Administration  and  substitute  audits  by  the  General  Account¬ 
ing  Office  therefor,  since  the  examinations  and  audits  by  the  Federal  Home  Loan 
Bank  Administration  include  operating  and  supervisory  information  which  is 
essential  to  the  performance  of  the  supervisory  functions  of  the  Bank  Adminis¬ 
tration. 

TITLE  III 

Section  302  would  require  that  the  banking  or  checking  accounts  of  the  Federa 
Public  Housing  Authority,  the  Defense  Homes  Corporation,  the  Federal  Savings 
and  Loan  Insurance  Corporation,  the  Home  Owners’  Loan  Corporation,  and  the 
Federal  home  loan  banks  be  kept  “with  the  Treasurer  of  the  United  States,  or, 
with  the  approval  of  the  Secretary  of  the  Treasury,  with  a  Federal  Reserve  bank, 
or  with  a  designated  depositary  or  fiscal  agent  of  the  United  States.” 

This  provision  would  probably  not  cause  any  serious  difficulty  in  the  operations 
of  the  Federal  Public  Housing  Authority,  the  Defense  Homes  Corporation,  the 
Federal  Savings  and  Loan  Insurance  Corporation,  or  the  Home'  Owners’  Loan 
Corporation,  since  the  funds  of  these  corporations  are  normally  kept  with  the 
Treasurer  of  the  United  States.  It  is  not  clear  whether  the  requirement  of  ap¬ 
proval  by  the  Secretary  of  the  Treasury  is  confined  to  the  use  of  Federal  Reserve 
banks  or  extends  also  to  the  use  of  designated  depositaries  or  fiscal  agents  of  the 
United  States.  However,  even  if  such  approval  were  required  in  both  cases  it 
seems  probable  that  the  Secretary  of  the  Treasury  would  not  deny  reasonable 
requests  for  permission  to  keep  incidental  funds  in  commercial  banks  which  were 
designated  depositaries  of  the  United  States. 

At  present,  the  regulations  applicable  to  the  Federal  home-loan  banks  provide 
that  each  Federal  home-loan  bank  shall  maintain  a  checking  account  with  the 
Treasurer  of  the  United  States  and  that  the  board  of  directors  of  each  bank 
shall  designate  such  further  depositaries  as  the  convenient  operation  of  the  bank 
shall  require,  it  being  further  provided  that  such  depositaries  shall  be  members  of 
the  Federal  Reserve  System  or  of  the  Federal  Deposit  Insurance  Corporation  and 
that  the  amount  carried  in  depositaries  other  than  the  Treasurer  of  the  United 
States  shall  not  exceed  the  deposits  of  members  and  the  amount  paid  in  by  mem¬ 
bers  on  account  of  subscriptions  to  capital  stock.  Since  all  banks  which  are  mem¬ 
bers  of  the  Federal  Reserve  System  are  insured  by  the  Federal  Deposit  Insurance 
Corporation  the  effect  of  this  regulation  is  that  all  depositaries  of  the  Federal 
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home-loan  banks,  other  than  the  Treasurer  of  the  United  States,  must  be  banks 
which  are  insured  by  the  Federal  Deposit  Insurance  Corporation. 

As  has  been  stated  above,  it  is  not  clear  whether  the  requirement  of  section  302 
of  approval  by  the  Secretary  of  the  Treasury  is  confined  to  the  use  of  Federal 
Reserve  banks  or  extends  also  to  the  use  of  designated  depositaries  or  fiscal  agents 
of  the  United  States,  but  it  seems  probable  that  even  if  such  approval  were  re¬ 
quired  in  both  cases  the  Secretary  of  the  Treasury  would  not  deny  reasonable 
requests  to  keep  incidental  funds  in  commercial  banks  constituting  designated 
depositaries  or  fiscal  agents  of  the  United  States.  However,  the  Federal  Home 
Loan  Bank  Act  contains  provisions  for  interbank  deposits  by  one  Federal  home- 
loan  bank  with  another  Federal  home-loan  bank.  If  such  interbank  deposits 
were  regarded  as  “banking  or  checking  accounts”  within  the  meaning  of  said 
section  302.  it  would  be  necessary  that  a  Federal  home-loan  bank  be  designated 
depositary  or  fiscal  agent  of  the  I'nited  States  before  it  could  receive  an  interbank 
deposit  from  another  Federal  home-loan  bank.  Such  designation  would  be  pos¬ 
sible  under  existing  law,  and  it  is  not  anticipated  that  difficulty  would  be  caused 
by  this  provision  of  section  302,  if,  as  seems  probable,  the  Secretary  of  the  Treasury 
would  cooperate  in  the  matter. 

No  serious  practical  difficulty,  therefore,  would  be  likely  to  arise  from  the 
provisions  of  section  302,  though  no  real  need  for  these  provisions  is  apparent. 

Section  303  (al  would  require  that  the  Federal  Public  Housing  Authority,  the 
Defense  Homes  Corporation,  the  Federal  Savings  and  Loan  Insurance  Corpora¬ 
tion,  the  Home  Owners’  Loan  Corporation,  and  the  Federal  home-loan  banks 
obtain  the  approval  of  the  Secretary  of  the  Treasury  as  to  the  forms,  denomina¬ 
tions,  maturities,  interest  rates,  terms  and  conditions,  issuance,  and  sale  prices 
of  any  bonds,  notes,  debentures,  and  other  similar  obligations  issued  by  them. 
Subsection  (c)  of  section  303  would  authorize  the  Secretary  of  the  Treasury  to 
exercise  any  of  the  functions  vested  in  him  by  said  section  through  any  officer 
or  employee  of  any  agency  whom  he  may  designate  for  such  purpose. 

Requirements  of  approval  by  the  Secretary  of  the  Treasury  are  already  im¬ 
posed  by  existing  statute  in  the  case  of  bonds  of  the  Federal  Public  Housing 
Authority  and  the  Home  Owners’  Loan  Corporation;  however,  it  is  to  be  noted 
that  bonds  which  these  corporations  may  issue  are,  by  statute,  fully  guaranteed 
as  to  principal  and  interest  by  the  United  States. 

With  respect  to  the  Insurance  Corporation,  it  is  to  be  noted  that  such  obliga¬ 
tions  are  of  two  classes.  First,  in  the  event  of  a  default  by  an  insured  institu¬ 
tion  the  Insurance  Corporation  is  required  by  section  405  (b)  of  the  National 
Housing  Act  to  make  available  to  each  insured  member,  on  surrender  and  transfer 
to  the  Corporation  of  his  insured  account,  either  (1)  a  new  insured  account  in  an 
insured  institution  not  in  default,  in  an  amount  equal  to  the  insured  account  so 
transferred,  or  (2)  at  the  option  of  the  insured  member,  the  amount  of  his 
account  which  is  insured,  as  follows:  Not  to  exceed  10  percent  in  cash,  and  50 
percent  of  the  remainder  within  1  year,  and  the  balance  within  3  years  from 
the  date  of  default,  in  negotiable  non-interest-bearing  debentures  of  the  Cor¬ 
poration.  Second,  section  402  fd)  of  the  National  Housing  Act  confers  on  the 
Insurance  Corporation  general  power,  for  the  purposes  of  title  IV  of  said  act,  to 
borrow  money  and  to  issue  notes,  bonds,  debentures,  or  other  such  obligations. 
None  of  this  second  type  have  as  yet  been  issued,  and  only  a  small  amount  of  the 
first  type.  In  neither  case  does  the  statute  require  approval  by  the  Secretary  of 
the  Treasury;  however,  in  neither  case  are  the  debentures  or  other  obligations 
guaranteed  by  the  United  States  as  to  principal  or  interest.  Obligations  issued 
by  the  Defense  Homes  Corporation,  also,  are  not  guaranteed  by  the  United  States 
as-  to  principal  or  interest.  No  substantial  reason  is  perceived  why  there  should 
be  a  statutory  requirement  of  approval  by  the  Secretary  of  the  Treasury  where 
the  obligations  to  be  issued  are  not  so  guaranteed. 

Under  the  statute,  obligations  of  the  Federal  home-loan  banks  are  of  two  classes. 
First,  each  bank  has  power,  subject  to  rules  and  regulations  prescribed  by  the 
Federal  Home  Loan  Bank  Administration,  to  borrow  money  and  give  security 
therefor  and  to  pay  interest  thereon,  and  to  issue  debentures,  bonds,  or  other 
obligations  upon  such  terms  and  conditions  as  the  Administration  may  approve. 
Second,  it  may  issue  consolidated  Federal  home  loan  bank  debentures  which  shall 
be  the  joint  and  several  obligations  of  all  the  banks,  subject  to  certain  limitations, 
and  when  no  debentures  are  outstanding,  or  in  order  to  refund  all  outstanding 
consolidated  debentures,  it  may  issue  consolidated  Federal  home  loan  bank 
bonds,  which  shall  likewise  be  the  joint  and  several  obligations  of  all  the  banks 
and  shall  be  secured  and  be  issued  upon  such  terms  as  the  Administration  may 
prescribe.  Of  these  obligations,  only  consolidated  debentures  have  as  yet  been 
issued. 
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None  of  these  obligations  are  guaranteed  by  the  United  States  as  to  principal 
or  interest.  While  it  is  now  the  general  practice  to  obtain  informal  clearance 
from  the  Treasury  before  issuing  such  obligations,  no  substantial  reason  is  appar¬ 
ent  why  there  should  be  a  statutory  requirement  of  such  approval,  in  view  of  the 
fact  that  there  is  no  Government  guaranty  of  interest  or  principal.  It  is  to  be 
noted  that  there  would  be  a  question  as  to  whether  consolidated  Federal  home- 
loan  bank  bonds  or  debentures  would  be  covered  by  the  present  provisions  of  the 
bill,  since  they  are  to  be  issued  by  the  Federal  Home  Loan  Bank  Administration. 

Section  303  (b)  would  require  the  Federal  Public  Housing  Authority,  the  De¬ 
fense  Homes  Corporation,  the  Federal  Savings  and  Loan  Insurance  Corporation, 
the  Home  Owners’  Loan'  Corporation,  and  any  Federal  home-loan  bank  to  obtain 
the  approval  of  the  Secretary  of  the  Treasury  when  purchasing  or  selling  any 
direct  obligation  of  the  United  States  or  any  obligation  guaranteed  by  the  United 
States  as  to  principal  or  interest.  In  the  consideration  of  this  provision,  it  is  to 
be  noted  that  large  amounts  of  Government  obligations  are  held  by  banks,  in¬ 
surance  companies,  and  other  private  interests.  Unless  similar  restrictions  were 
applied  to  such  holdings,  the  proposed  control  would  be  only  partial.  At  the  same 
time,  the  present  provision  would  seem  to  impose  a  serious  administrative  burden 
both  on  the  corporations  affected  and  on  the  Treasury,  applying,  as  it  would 
whether  the  amount  of  securities  purchased  or  sold  was  large  or  small.  It  would 
appear  questionable,  therefore,  whether  the  provisions  of  section  303  (b)  are 
desirable. 


Statement  of  H.  A.  Mulligan,  Director  and  Treasurer  of  the  Reconstruc¬ 
tion  Finance  Corporation,  on  Committee  Print  No.  1  of  the  Bill  H.  R. 

2177,  Before  the  House  Committee  on  Expenditures  in  the  Executive 

Departments 

We  appreciate  the  opportunity  of  appearing  before  this  committee  to  express  our 
views  on  the  bill,  H.  R.  2177,  as  it  has  been  revised  in  the  Committee  Print  No.  1, 
dated  May  25,  1945.  Our  remarks  are  confined  to  a  statement  as  to  the  manner 
in  which  we  believe  the  bill  will  affect  the  operations  of  the  Reconstruction 
Finance  Corporation  and  its  eight  subsidiaries — Defense  Plant  Corporation, 
Defense  Supplies  Corporation,  Metals  Reserve  Company,  Rubber  Reserve 
Company,  War  Damage  Corporation,  Federal  National  Mortgage  Association,  the 
RFC  Mortgage  Company  and  Disaster  Loan  Corporation. 

Defense  Plant  Corporation  was  created  for  the  purpose  primarily  of  building 
plants  and  facilities,  and  acquiring  machinery  and  other  equipment  required  in 
the  war  effort. 

Defense  Supplies  Corporation  is  engaged  in  producing,  acquiring,  storing,  and 
marketing  strategic  and  critical  materials,  primarily  those  other  than  metals  and 
minerals,  and  performing  other  functions  to  expedite  and  further  the  war  program. 

Metals  Reserve  Company  is  engaged  in  producing,  acquiring,  storing,  and 
marketing  strategic  and  critical  materials  (primarily  metals  and  minerals)  neces¬ 
sary  in  the  war  program. 

Rubber  Reserve  Company  is  engaged  in  the  purchase  of  natural  rubber  imported 
into  the  United  States,  in  purchasing,  warehousing  and  storing  scrap  rubber,  in 
producing  synthetic  rubber,  and  in  distributing  the  national  supply  of  all  kinds  of 
rubber. 

WTar  Damage  Corporation  was  created  for  the  purpose  of  providing  through 
insurance,  reinsurance,  or  otherwise  reasonable  protection  against  loss  of  or 
damage  to  property  which  may  result  from  enemy  attack,  including  any  action 
taken  by  the  military,  naval,  or  air  forces  of  the  United  States  in  resisting  enemy 
attack. 

Federal  National  Mortgage  Association  was  organized  pursuant  to  the  pro¬ 
visions  of  title  III  of  the  National  Housing  Act,  as  amended,  to  provide  a  ready 
market  for  insured  mortgages  and  operates  within  the  limitations  and  restrictions 
imposed  by  that  act. 

The  RFC  Mortgage  Company  was  organized  under  the  laws  of  Maryland. 
The  RFC,  with  the  approval  of  the  President,  subscribed  to  the  capital  stock  of 
this  Corporation,  the  purpose  of  which  is  to  aid  in  the  maintenance  of  a  market 
for  sound  mortgages  on  urban,  income-producing  properties  when  credit  is  not 
otherwise  available  at  reasonable  rates  and  terms,  and  to  aid  in  the  maintenance 
of  a  sound  market  for  mortgages  insured  under  provisions  of  the  National  Housing 
Act. 

Disaster  Loan  Corporation  was  created  by  Congress  to  provide  loans  made 
necessary  by  floods  or  other  catastrophes  occurring  during  the  period  between 
January  1,  1936,  and  January  22,  1947. 
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The  bill  presently  being  considered  by  this  committee  includes  certain  pro¬ 
visions  relating  to  (1)  audit  control  by  the  General  Accounting  Office,  (2)  financial 
control  by  the  Treasury  Department,  (3)  the  reincorporation  by  act  of  Congress 
of  Government-owned  State-chartered  corporations,  and  (4)  budget  control  by 
the  Bureau  of  the  Budget. 

Audit  control—  The  RFC,  as  has  been  stated  in  its  report  to  the  committee, 
has  no  objection  to  the  auditing  provisions  of  the  bill.  We  are  informed  that  the 
committee  has  already  incorporated  into  the  record  the  RFC  report  which  en¬ 
closed  an  exchange  of  correspondence  between  the  Honorable  Jesse  H.  Jones  and 
the  Honorable  Lindsay  C.  Warren.  That  correspondence  explains  the  manner 
in  which  the  RFC  has  heretofore  been  audited  and  incorporates  a  plan  for  a  post¬ 
audit  of  the  Corporation’s  transactions  in  accordance  with  generally  accepted 
practices  and  procedures  applied  by  the  public-accounting  profession  in  audits  of 
commercial,  industrial,  and  banking  institutions.  We  assume  that  the  post¬ 
audit  contemplated  by  the  bill  is  substantially  of  the  same  character  not  only  as 
that  therein  referred  to  but  also  the  audit  contemplated  by  Public  Law  4,  the 
so-called  George  bill. 

Financial  controls. — The  RFC  has  no  objection  to  the  financial  controls  by  the 
Treasury  Department  provided  in  sections  302  and  303. 

Federal  charters. — Section  304  would  require  State-chartered  corporations  to  be 
dissolved  prior  to  June  30,  1948,  although  steps  may  be  taken  to  reincorporate 
by  act  of  Congress.  The  RFC  has  no  objection  to  that  provision. 

Budget  control. — The  provisions  of  the  bill  relating  to  an  annual  budget  have 
}  been,  we  are  informed,  the  most  controversial  insofar  as  the  testimony,  both  before 
this  committee  and  the  Senate  committee,  is  concerned.  We  should  like  to 
state  briefly  the  position  of  the  RFC  with  respect  to  these  provisions.  We  agree 
with  the  principle  that  Congress  should  have  an  opportunity  to  scrutinize  and 
pass  upon  from  year  to  year  the  activities  of  Government  corporations,  and  we 
are  in  accord  with  the  objective  of  the  sponsors  of  this  bill  which,  as  we  under¬ 
stand  it,  is  to  bring  all  Government  corporations  within  the  framework  of  a  system 
of  budgetary  control. 

The  witnesses  who  have  appeared  before  this  committee  in  behalf  of  the  various 
corporations  affected  by  the  bill  have  emphasized  the  necessity  for  preserving 
flexibility  in  the  operations  of  the  corporate  form  of  Government  instrumentality. 
The  activities  of  the  RFC  and  its  subsidiaries  are  certainly  as  diversified  and 
complex  as  those  of  the  corporations  which  have  testified  to  date,  and  it  is  not  our 
intention  to  weary  the  committee  with  a  long  enumeration  of  such  activities,  the 
only  purpose  of  which  would  be  to  show  the  necessity  for  preserving  flexibility  in 
operations  if  we  are  successfully  to  carry  out  our  legally  authorized  functions. 
However,  for  the  convenience  and  information  of  the  committee,  we  are  submitting 
a  digest  of  the  loan  and  investment  powers  of  the  RFC,  as  distinguished  from  its 
subsidiaries,  which  the  committee  may  wish  to  insert  in  the  record.  We  believe 
that  the  committee  recognizes  the  need  for  and  has  earnestly  endeavored  to 
provide  flexibility  in  this  bill  so  as  not  to  interfere  with  the  performance  of  the 
functions  of  these  corporations  as  set  forth  in  various  statutory  enactments. 

We  have  carefully  studied  sections  102  and  103,  which  provide  for  budgetary 
control,  and  the  statements  made  by  members  of  this  committee  and  witnesses  in 
an  effort  to  determine  the  form  of  budget  which  will  be  required.  It  may  be 
recalled  that  in  our  report  to  this  committee  we  stated  that  we  would  prefer  not  to 
comment  on  the  budget  provisions  of  the  bill  inasmuch  as  we  were  unable  to 
ascertain  just  what  those  provisions  mean,  nor  how  they  are  intended  to  apply  in 
practice.  To  date  these  questions  have  not  been  answered  except  in  the  most 
general  way  and  we  are  forced  to  the  conclusion  that  it  will  be  extremely  difficult, 
if  not  impossible,  to  set  out  definitively  the  procedures  and  the  judgments  which 
will  be  required  in  actual  operation. 

We  wish  to  be  perfectly  candid,  therefore,  as  to  our  conclusions  with  respect  to 
these  provisions  of  the  bill.  In  the  last  analysis  they  give  to  the  Bureau  of  the 
Budget  final  authority  insofar  as  decisions  in  the  executive  branch  of  the  Gov¬ 
ernment  are  concerned  over  the  annual  budget  programs  of  the  corporations  as 
they  will  be  presented  to  the  Congress. 

The  Director  of  the  Bureau  of  the  Budget  in  his  testimony  before  this  committee 
stated  that  “budget  control  means  different  things  to  different  people,  depending 
upon  their  experience.”  It  seems  clear,  therefore,  that  the  decisions  of  the  Bu¬ 
reau  of  the  Budget  under  the  bill  will  be  controlling  in  the  determination  of  what 
a  “business  type”  budget  or  plan  of  operation  is,  and  we  are  doubtful  that  language 
can  be  devised  in  the  bill  which  will  successfully  resolve  all  problems  arising  out 
of  differences  in  judgment.  Nevertheless,  we  believe  that  Congress  is  entitled 
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to  and  should  exercise  direct  control  over  its  agencies,  including  the  RFC  and 
its  subsidiaries. 

In  this  connection  we  perhaps  should  state  that,  in  much  the  same  manner  as 
other  corporations,  the  RFC,  as  distinguished  from  its  subsidiaries,  is  required 
by  law  to  make  certain  monthly  and  quarterly  reports  to  the  President  and  to 
Congress.  Statements  of  condition  of  all  corporations  are  incorporated  quarterly 
in  the  Treasury  Daily  Statement,  and  there  is  included  in  the  Annual  Budget 
of  the  United  States,  which  is  transmitted  to  the  Congress,  an  estimate  of  the 
cash  receipts  and  expenditures  of  the  RFC  and  its  subsidiaries.  Also,  we  are,  of 
course,  controlled  by  the  limitation  on  the  general  borrowing  authority  of  the 
Corporation  with  specific  limitations  as  to  the  amount  which  may  be  used  for 
certain  purposes.  On  each  occasion  when  legislation  involving  borrowing  au¬ 
thority  of  the  RFC,  as  well  as  other  legislation,  has  been  before  the  Congress, 
committees  of  both  the  House  and  Senate  reviewed  thoroughly  the  activities  of 
the  Corporation  and  passed  upon  the  necessity  for  the  legislation 

The  budget  provisions  of  this  bill  are  designed  to  provide  another  form  of  con¬ 
trol  and,  as  we  see  it,  if  enacted  in  their  present  form,  wrould  require  the  annual 
submission  of  certain  information  to  the  Congress  through  the  Bureau  of  the 
Budget  in  such  form  and  detail  as  the  Bureau  may  prescribe. 

The  provisions,  in  addition,  evidence  an  intention  on  the  part  of  Congress  by 
subsequent  legislation  and  on  the  basis  of  the  data  submitted  through  the  Bureau 
of  the  Budget  to  impose,  with  respect  to  each  corporation  subject  to  the  bill,  some 
type  of  control  on  a  fiscal-year  basis  beginning  July  1,  1946. 

We  are  perfectly  willing  to  undertake  to  the  best  of  our  ability  to  comply  with 
the  present  budget  provisions  of  the  bill,  if  enacted.  When  the  time  comes  for 
decisions  as  to  (1)  those  of  our  activities  which  should  be  limited  by  law  on  a  fiscal- 
year  basis,  and  (2)  the  type  of  limitation  which  is  to  be  imposed,  we  shall  present 
both  to  the  Bureau  and  to  whatever  committee  of  -Congress  the  legislation  is 
referred,  full  information  regarding  the  possible  effect  of  such  limitations.  This, 
as  we  see  it,  is  as  far  as  our  responsibility  goes,  except,  of  course,  to  adhere  rigidly 
to  whatever  limitations  the  Congress  may  see  fit  to  impose  on  us. 


Reconstruction  Finance  Corporation, 

Washington,  April  20,  191+5. 

Hon.  Carter  Manasco, 

Chairman,  Committee  on  Expenditures  in  the  Executive  Departments, 

House  Office  Building,  Washington,  D.  C. 

Dear  Mr.  Manasco:  You  have  requested,  by  separate  letters,  all  dated  Feb- 
rurary  20,  1945,  reports  from  the  following  corporations:  Reconstruction  Finance 
Corporation,  Defense  Plant  Corporation,  Defense  Supplies  Corporation,  Metals 
Reserve  Company,  Rubber  Reserve  Company,  War  Damage  Corporation,  Fed¬ 
eral  National  Mortgage  Association,  the  RFC  Mortgage  Company,  and  Disaster 
Loan  Corporation,  on  H.  R.  2177,  a  bill  to  provide  for  financial  control  of  Gov¬ 
ernment  corporations. 

The  following  represents  the  views  of  the  corporations  enumerated  above. 

Title  I  of  the  bill,  relating  to  wholly  owned  Government  corporations,  provides 
in  part  for  a  post-audit  by  the  General  Accounting  Office  in  accordance  with  the 
principles  and  procedures  applicable  to  commercial  corporate  transactions,  and 
under  such  rules  and  regulations  as  may  be  prescribed  by  the  Comptroller  General 
of  the  United  States.  In  this  connection  for  the  information  of  the  committee, 
I  am  enclosing  an  exchange  of  correspondence  between  the  Honorable  Jesse  H. 
Jones  and  the  Honorable  Lindsey  C.  Warren,  Comptroller  General  of  the  United 
States,  which  explains  the  manner  in  which  the  Reconstruction  Finance  Corpora¬ 
tion  is  audited  at  the  present  time,  and  incorporates  a  plan  for  a  post-audit  of  the 
Corporation’s  transactions  in  accordance  with  generally  accepted  practices  and 
procedures  applied  by  the  public-accounting  profession  in  audits  of  commercial, 
industrial,  and  banking  institutions.  It  is  assumed  that  the  post-audit  contem¬ 
plated  by  the  bill  is  substantially  of  the  same  character  as  that  referred  to  in  this 
exchange  of  correspondence,  and  we  would  interpose  no  objection  to  such  a  statu¬ 
tory  requirement. 

However,  we  prefer  not  to  comment  at  this  time  on  the  provisions  of  title  I, 
relating  to  the  annual  budget  program,  nor  on  the  provisions  of  title  III,  relating 
to  the  purchase  and  sale  of  Government  obligations,  inasmuch  as  we  have  been 
unable  to  ascertain  just  what  these  provisions  mean,  nor  how  they  are  intended 
to  apply  in  practice. 
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At  the  time  of  the  introduction  of  the  bill  the  operations  and  procedures  con¬ 
templated  under  these  provisions  were  not  fully  explained,  nor  have  we  to  date 
secured  information  which  provides  us  with  more  than  a  general  comprehension 
of  what  is  thereby  intended.  We  assume  that  the  committee  will  hold  hearings 
which  will  develop  these  aspiects  of  the  bill  more  in  detail.  We  will,  of  course, 
then  be  in  position  to  present  our  views  as  to  the  merits  of  these  particular  pro¬ 
visions. 

Sincerely  yours, 

(Signed)  Charles  B.  Henderson. 


Smaller  War  Plants  Corporation, 

Washington,  D.  C.,  March  27,  1945. 

Hon.  Carter  Manasco, 

Chairman  on  Expenditures  in  the  Executive  Departments, 

House  of  Representatives,  Washington,  D.  C. 

Dear  Carter:  You  want  our  views  on  H.  R.  2177,  introduced  by  Mr.  Whit¬ 
tington.  The  bill  provides  for  financial  control  of  Government  corporations  and 
for  supervisory  or  auditing  duties  by  General  Accounting  Office.  I  am  generally 
in  favor  of  the  objectives  of  the  bill. 

This  practice  and  procedure,  as  proposed  in  the  bill,  is  already  followed,  in  its 
main  outlines,  by  Smaller  War  Plants  Corporation.  Its  conformity  is  predicated 
on  existing  statutory  provisions  or  on  voluntary  arrangements  made  by  it  with 
the  General  Accounting  Office. 

Whether  such  practice  and  procedure  should  be  made  completely  mandatory  is 
still  a  question.  I  am  not  sure  that  Government  corporations  should  lose  entirely 
the  freedom  of  action  for  which  they  were  created. 

In  any  event,  I  do  suggest  that  the  cost  of  the  proposed  General  Accounting 
Office  audit  be  borne  by  each  corporation  itself,  and  not  by  the  General  Ac¬ 
counting  Office,  as  proposed  in  section  301.  This  will  permit  each  corporation 
to  have  some  measure  of  control  over  the  audit,  and  obviate  possible  intrusions 
upon  matters  of  its  own  general  policies. 

Sincerely  yours, 

(Signed)  Maury  Maverick, 
Chairman  and  General  Manager. 


Tennessee  Valley  Associated  Cooperatives,  Inc., 

Waynesville,  N.  C.,  May  16,  1945. 

Committee  on  Expenditures  in  Executive  Departments, 

House  of  Representatives,  Washington,  D.  C. 

Gentlemen:  Replying  to  your  letter  of  April  25  regarding  H.  R.  2177,  in 
which  you  asked  for  data  concerning  the  Tennessee  Valley  Associated  Coopera¬ 
tives,  Inc.,  we  are  pleased  to  submit  the  following: 

The  TV  AC  has  as  one  of  its  basic  objectives  the  improvement  of  the  economic 
welfare  of  the  lower  income  families  of  an  area  which  has  one  of  the  lowest  aver¬ 
age  family  incomes  of  any  section  of  the  United  States  of  America.  A  study  of 
districts  typical  of  the  entire  southern  Appalachian  region  indicates  that  the 
average  annual  value  per  farm  of  farm  products  used  was  $338  and  that  the 
average  of  those  sold  or  traded  was  $121.  This  study  also  showed  that  the 
average  annual  expenditures  per  farm  for  labor,  seed,  fertilizer,  taxes,  and  ma¬ 
chinery  totaled  $48  and  that  farm  operators  worked  off  the  farm  an  average  of 
only  14  days  per  year. 

These  figures  are  further  amplified  by  the  fact  that  of  all  the  farms  in  the 
southern  Appalachian  region  (approximately  113,000)  about  30  percent  of  the 
total  had- an  annual  income  from  farm  products  sold,  traded,  and  used  bv  the 
farmer  of  less  than  $400  per  year.  It  is  probably  well  known  by  your  committee 
the  condition  of  this  region  during  the  low  point  of  the  depression — or  from 
1932  to  1936.  A  large  percent  of  farm  families  were  on  direct  relief. 

Since  the  funds  granted  to  TVAC  came  from  the  Federal  emergency  relief 
through  the  Relief  Department  of  Tennessee,  some  people  originally  connected 
with  the  organization  felt  the  money  should  be  spent  quickly — or,  in  other  words, 
used  for  relief  of  an  immediate  nature;  however,  others  felt  that  it  would  better 
be  used  as  a  revolving  fund  for  the  purpose  of  assisting  cooperative  enterprise  in 
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the  Valley  and  allowing  small  farmers  and  laborers  an  opportunity  to  work  out 
some  of  their  own  problems.  Therefore,  a  group  of  cooperative  enterprises  were 
set  up  and  partially  financed  through  funds  by  TVAC.  The  result  to  date  has 
been  quite  gratifying.  These  organizations  were  developed  in  1934,  and  of 
course  during  that  season  did  very  little  business;  but  all  of  them  were  organized 
ready  to  do  business  during  the  season  of  1935.  During  that  year  the  entire 
group  of  cooperatives  did  a  business  of  $274,803.13.  Since  that  time  their 
business  has  grown  steadily  each  vear,  and  in  1944  the  entire  group  did  a  business 
of  $967,681.42. 

To  explain  further  the  functions  of  this  corporation,  we  are  enclosing  a  copy' 
of  the  certificate  of  incorporation  and  bylaws  (as  amended)  and  make  the  follow¬ 
ing  remarks  relative  to  the  various  sections  of  the  proposed  bill  as  they  may 
pertain  to  this  corporation: 

Section  101:  TVAC  is  a  wholly  owned  Government  corporation  in  that  the 
entire  capital  stock'is  owned  by  the  United  States  of  America.  This  came  about 
through  agreement  when  the  corporation  was  formed  to  administer  an  outright 
grant  from  the  Federal  Relief  Administration.  No  further  grants  nor  appro¬ 
priations  have  been  made,  nor  have  any  been  asked  for  or  expected. 

Section  102:  The  submission  of  budgets,  as  applied  to  this  corporation,  would 
not  be  practical  since  our  affiliates  are  largely  agricultural  corporations  and  it 
would  be  difficult  for  them  to  give  any  accurate  idea  as  to  the  amount  of  funds 
needed,  due  to  the  fluctuation  of  crops. 

Section  103:  As  mentioned  above,  no  additional  Government  funds  have  been, 
or  will  be,  sought.  Neither  have  they  attempted  to  borrow  in  any  way  provided 
in  the  certificate  of  incorporation. 

Section  104:  The  administration  of  TVAC  is  administered  through  the  Land 
o’  the  Sky  Mutual  Association,  Inc.,  which  is  a  regional  cooperative.  The 
manager  of  Land  O’  the  Sky  Mutual  Association  was  appointed  the  Administrator 
of  TVAC,  and  the  corporation  has  been  paid  the  sum  of  $2,000  per  annum  for 
administering  the  funds  of  TVAC,  doing  its  accounting  and  general  managing. 
Since  the  Administrator  and  other  employees  are  filling  dual  positions,  the  cost 
to  TVAC  has  been  held  down  to  a  minimum.  The  only  other  expense  that 
TVAC  has  is  the  traveling  expense  of  its  board  of  directors  when  they  attend 
board  meetings. 

Section  105:  Periodical  auditing  by  the  General  'Accounting  Office  would  be 
welcomed  by  the  administration  of  TVAC;  but  considering  the  fact  that  there 
are  few  changes  in  the  statement  of  the  corporation  from  year  to  year,  such  audits 
would  simply  increase  the  expense,  as  now  statements  are  made  quarterly  to  the 
Treasury  Department,  of  the  United  States  Government.  It  has  been  the  practice 
of  TVAC  to  keep  a  larger  portion  of  its  funds  working  for  the  benefit  of  the  organ¬ 
izations  which  it  has  sponsored.  Its  income  is  composed  of  interest  on  loans. 
Its  cash  is,  therefore,  kept  at  a  minimum,  a  small  reserve  being  held  with  which 
to  assist  any  of  the  sponsored  cooperatives  in  event  of  emergency. 

Section  106  (see  sec.  105). 

Section  107:  Under  this  section  no  additional  Government  capital  or  paid-in 
surplus  has  been,  or  will  be,  requested  under  the  present  administration. 

We  trust  that  the  above  explanations  will  help  your  committee  in  deciding 
the  best  procedure  for  administering  the  affairs  of  this  wholly  owned  Government 
corporation. 

Respectfully  submitted. 

(Signed)  John  E.  Barr, 

Administrator,  Tennessee  Valley  Associated  Cooperatives,  Inc. 


Tennessee  Valley  Authority, 

Knoxville,  Tenn.,  March  9,  1945. 

Hon.  Carter  Manasco, 

Chairman,  Committee  on  Expenditures  in  the  Executive  Departments, 

House  of  Representatives,  Washington,  D.  C. 

Dear  Congressman  Manasco:  This  will  acknowledge  receipt  of  your  letter 
of  February  20,  1945,  in  which  you  request  our  opinion  as  to  the  merits  of  H.  R. 
2177,  entitled  “A  bill  to  provide  for  the  financial  control  of  Government  cor¬ 
porations.”  We  assume  that  your  request  is  limited  to  our  views  on  the  merits  of 
this  proposal  as  it  would  apply  to  the  operations  of  the  TV  A,  and  this  reply  is 
directed  solely  to  that  question. 
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Careful  analysis  of  the  bill  leads  us  to  urge  that  the  Tennessee  Valley  Authority 
be  exempted  from  its  provisions  for  three  reasons,  namely,  that  the  TVA  is  not 
the  type  of  agency  which  the  bill  is  intended  to  cover;  that  the  objectives  of  the 
bill  are  already  served  by  special  policies  and  procedures  adapted  to  TVA’s 
needs;  and  that  the  provisions  of  the  bill  would  seriously  and  adversely  affect  TVA 
operations.  Our  reasons  for  reaching  these  conclusions  are  explained  below. 

The  TVA  is  not  the  type  of  agency  which  the  bill  is  intended  to  cover 

The  general  purpose  of  the  bill,  as  stated  in  section  2,  is  to  provide  the  Congress 
with  an  opportunity  to  review  the  operations  of  Government  corporations  at  least 
once  each  year  and  to  provide  for  budget  control  and  auditing  for  all  such  cor¬ 
porations. 

The  background  of  this  proposal  makes  it  clear  that  some  such  legislation  is 
regarded  as  necessary  to  obtain  more  effective  control  of  the  various  lending  agen¬ 
cies  of  the  Government  and  other  corporations  which  have  been  financed  by 
Government  contributions  to  capital  and  not  by  appropriated  funds.  The  Con¬ 
gress  apparently  has  had  no  effective  means  of  reviewing  the  policies  or  practices 
of  these  agencies,  and  in  many  cases  the  accounts  of  such  agencies  have  been 
subject  neither  to  settlement  and  adjustment  nor  to  audit  by  the  General  Ac¬ 
counting  Office.  It  seems  apparent,  both  from  the  legislative  history  and  from  the 
substantive  provisions  of  the  bill,  that  it  is  these  considerations  that  have  led  to  its 
introduction. 

None  of  those  considerations  are  applicable  to  the  Tennessee  Valley  Authority. 
The  TVA  is  not  a  lending  agency  in  any  sense  of  the  term.  Section  12a  of  the 
Tennessee  Valley  Authority  Act  conferred  upon  the  TVA  a  limited  power  to  make 
loans  to  cities,  counties,  municipalities,  and  nonprofit  organizations  for  the  purpose 
of  enabling  them  to  acquire,  improve,  and  operate  electric  properties,  but  this 
power  expired  by  its  terms  on  August  30,  1940. 

By  sections  15  and  15a  of  the  Tennessee  Valley  Authority  Act,  the  TVA  was 
authorized  to  issue  bonds'  in  the  amount  of  $100,000,000,  but  this  authorization 
was  repealed  by  the  act  of  July  26,  1939  (53  Stat.  1083)\  In  the  latter  act  the 
TVA  was  authorized  to  issue  bonds  in  limited  amounts  for  certain  specific  purposes, 
but  this  authority  expired  on  January  1,  1941,  except  for  the  power  to  issue 
$5,000,000  in  bonds  for  refunding  purposes  only. 

The  TVA  has  no  capital  stock  or  stated  capital.  It  is  financed  by  annual 
^appropriations  made  through  the  regular  appropriation  procedures  and  by 
revenues  derived  by  the  TVA,  principally  from  the  sale  of  electric  power. 

The  objectives  of  the  bill,  so  far  as  they  relate  to  the  TVA,  are  already  served  by  special 
policies  and  procedures  adapted  to  TVA’s  particular  needs 

Congress  and  the  President  review  TVA  activities  annually  through  appropria¬ 
tion  procedures. 

The  TVA’s  annual  requests  for  appropriations  go  through  the  same  procedure 
that  is  applied  to  all  of  the  regular  departments  and  establishments  of  the  Govern¬ 
ment.  Each  year  the  budget  estimates  are  submitted  to  and  reviewed  and 
analyzed  by  the  Bureau  of  the  Budget  under  procedures  which  include  hearings 
and  conferences  between  the  Bureau  and  the  TVA.  The  budget  estimates  de 
scribe  a  program  of  work  and  set  out  in  detail  the  expenditures  that  are  anticipated 
for  the  succeeding  fiscal  year,  together  with  the  appropriations  that  will  be 
required  to  meet  such  expenditures.  The  estimates  and  the  review  by  the  Bureau 
of  the  Budget  include  not  only  the  objects  and  programs  that  are  to  be  financed 
with  appropriated  funds  but  also  those  transactions  that  are  financed  out  of  rev¬ 
enues  in  accordance  with  section  26  of  the  Tennessee  Valley  Authority  Act.  The 
annual  budget  presentation  thus  includes  a  full  explanation  of  what  revenues  are 
anticipated  and  the  use  that  will  be  made  of  them.  In  this  connection,  it  is  im¬ 
portant  to  bear  in  mind  that  under  section  26  of  its  act,  the  TVA  is  authorized 
to  finance  from  revenues  only  the  operation  of  dams  and  reservoirs  and  the  con¬ 
duct  of  power  and  fertilizer  business  activities.  All  other  operations  must  be 
financed  from  annual  appropriations. 

After  the  budget  estimates  have  been  reviewed  and  revised  by  the  Bureau  of  the 
Budget,  these  estimates,  together  with  a  detailed  and  comprehensive  justification, 
are  submitted  by  the  President  to  the  Congress  in  the  annual  budget.  They  are 
then  reviewed  in  detail  by  the  appropriation  committees  of  both  Houses,  through 
the  medium  of  hearings  and  otherwise,  and  are  considered  and  debated  on  the 
floor.  This  annual  review  by  Congress  covers  every  phase  of  TVA  activity, 
including  both  those  programs  financed  by  appropriated  funds  and  those  activities 
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covered  by  section  26.  Thus,  the  Congress  has  the  fullest  opportunity  to  reex¬ 
amine  the  policies  and  operations  of  the  TV  A  and  to  take  whatever  action  may  be 
deemed  necessary. 

As  illustrative  of  the  scope  and  particularity  of  this  record  of  examination  and 
review,  I  refer  you  to  pages  307  to  433  of  the  hearings  before  the  subcommittee  of 
the  House  Committee  on  Appropriations  on  the  independent  offices  appropriation 
bill  for  1945  and  to  pages  361  to  522  of  the  hearings  before  the  subcommittee  of  the 
Senate  Committee  on  Appropriations  on  the  same  bill.  Your  attention  is  also 
directed  to  the  extensive  debates  on  the  TVA  appropriation  which  have  occurred 
on  the  floor  of  the  Senate  and  the  House  almost  every  year.  The  debate  in  the 
Senate  on  the  1945  appropriation  act  is  reported  in  volume  90  of  the  Congressional 
Record  at  pages  2710-2712,  2919-2943,  and  3097-3135. 

Congress  and  the  President  receive  regular  reports  on  TVA  activities,  including  an 
independent  audit 

The  Congress  is  further  advised  as  to  the  details  of  TVA  operations  by  the 
various  reports  which  the  TVA  is  required  to  file.  After  the  close  of  each  fiscal 
year,  TVA  submits  to  the  Congress  a  comprehensive  annual  report  covering  every 
significant  phase  of  its  activities.  The  section  of  this  report  dealing  with  the  fi¬ 
nancial  aspects  of  its  operations  includes  a  balance  sheet,  statements  of  accounting 
policy,  income  and  expense  statements  for  each  program,  and  detailed  statements 
of  operations.  It  also  includes  a  report  of  the  independent  public  accountants, 
Lvbrand,  Ross  Bros.  &  Montgomery,  who  are  employed  to  audit  the  TVA’s 
books. 

In  addition  to  the  annual  report  to  Congress,  various  reports  are  submitted  to 
the  Bureau  of  the  Budget  and  the  Treasury  Department  in  accordance  with  the 
regulations  issued  under  Executive  Order  No.  8512,  as  amended.  Monthly 
reports  of  the  status  of  appropriations  are  prepared  in  accordance  with  Budget- 
Treasury  Regulations  No.  1.  Budget-Treasury  Regulations  No.  2  requires  an 
annual  financial  report  covering  the  history,  organization,  functions,  and  sum¬ 
mary  of  accomplishments;  an  analysis  and  interpretation  of  every  phase  of  financial 
operations;  and  a  complete  set  of  comparative  financial  statements.  Budget- 
Treasury  Regulations  No.  3  requires  submission  quarterly  of  a  balance  sheet, 
statement  of  income  and  expenses,  and  a  statement  of  source  and  application  of 
funds. 

The  TVA  submits  a  monthly  account  current  to  the  General  Accounting  Office 
showing  the  status  of  all  of  its  cash  and  appropriation  funds  and  an  annual  report 
to  the  President  and  to  the  Congress  of  the  expenditures  of  funds  derived  from 
the  sale  of  bonds  authorized  by  section  15c  of  the  Tennessee  Valley  Authority 
Act  of  1933,  as  amended.  The  Federal  Power  Commission  receives  an  annual 
report  of  the  financial  results  of  power  operations  and  a  monthly  summary  of 
operating  income  and  expenses. 

The  General  Accounting  Office  settles  and  audits  TVA  accounts  and  reports  thereon 
to  the  President  and  Congress. — "Under  section  9  (b)  of  the  Tennessee  Valley 
Authority  Act,  all  transactions  of  the  TVA  are  subject  to  a  double  review  by  the 
General  Accounting  Office.  That  Office  not  only  settles  and  adjusts  the  accounts 
under  the  Budget  and  Accounting  Act  of  1921,  but  in  addition  conducts  a  con¬ 
tinuous  field  audit  with  extensive  power  to  examine  all  books  and  records.  This 
same  section  imposes  upon  the  Comptroller  General  the  duty  to  report  annually 
the  results  of  this  audit.  The  nature  of  this  audit  was  described  by  the  Comp¬ 
troller  General  in  his  annual  report  to  the  Congress  for  the  year  1944  as  follows: 

“*  *  *  the  audit  of  the  transactions  of  the  Authority  has  been  divided  into 

twro  parts,  consisting  of  a  comprehensive  book  or  commercial  audit,  and  a  voucher 
audit  of  the  accounts  submitted  by  the  Treasurer  or  other  accountable  officers 
of  the  Authority  for  adjustment  and  settlement  pursuant  to  section  236,  Revised 
Statutes,  as  amended  by  section  305  of  the  Budget  and  Accounting  Act,  1921, 
This  latter  audit  was  conducted  during  the"  fiscal  year  1944  as  a  part  of  the  general 
audit  work  described  above,  and  needs  no  special  mention  at'  this  time. 

“With  respect  to  the  former  or  book  audit,  a  comprehensive  audit  of  the  trans¬ 
actions  of  the  Tennessee  Valley  Authority  for  the  fiscal  year  ended  June  30,  1943, 
was  made  during  the  fiscal  year  1944  in  accordance  with  accepted  commercial 
practice.  The  audit  included  a  verification  of  the  assets  and  liabilities  of  the 
Authority  at  June  30,  1943,  and  an  examination  of  its  revenue  and  expense  accounts 
for  the  year  ended  on  that  date  [pp.  32-33].” 

It  is  thus  apparent  that  none  of  the  reasons  that  have  been  advanced  for  the 
enactment  of  legislation  of  this  character  apply  to  the  TVA.  On  the  other  hand, 
there  are  compelling  reasons  why  the  Congress  should  not  apply  to  this  agency  a 
statutory  framework  designed  to  meet  altogether  different  problems. 
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The  provisions  of  the  bill  would  seriously  and  adversely  affect  TV  A  operations 

Section  104  of  title  I  prohibits  any  Government  corporation  from  transacting 
any  business  in  any  fiscal  year  “except  such  business  as  is  authorized  by  act  of 
Congress  as  a  part  of  its  budget  program  for  such  fiscal  year.”  This  language 
was  obviously  designed  to  apply  to  subsidiary  lending  or  other  agencies  not 
created  or  chartered  by  direct  act  of  Congress.  As  applied  to  the  TVA,  which 
was  so  created  and  chartered,  it  is  difficult  to  appraise  or  predict  its  effect. 

By  the  Tennessee  Valley  Authority  Act,  and  the  various  amendments  added 
thereto  from  time  to  time,  the  Congress  itself,  after  prolonged  consideration  and 
debate,  has  enunciated  with  great  care  and  particularity  the  policies  by  which 
the  TVA  is  to  be  guided  and  the  specific  powers  and  duties  which  it  is  to  exercise 
and  discharge.  By  that  act,  the  TVA  has  been  authorized  and  directed  to  do 
certain  specific  things  in  a  specified  geographical  area  as  part  of  a  long-range  con¬ 
tinuous  program.  It  has  been  authorized  to  construct  a  series  of  dams  and 
reservoirs  on  the  Tennessee  River  system,  to  generate  electric  power  at  those 
projects,  to  market  that  power  by  means  of  transmission  lines  and  substations  to 
be  constructed  and  maintained  bv  the  TVA,  and  to  contract  with  communities 
throughout  the  valley  to  supply  their  power  requirements  over  long-term  periods. 
As  a  part  of  this  program,  the  Congress  expressly  authorized  the  acquisition  by 
the  TVA  of  the  privately  owned  generating  and  transmission  properties  previously 
serving  large  parts  of  this  area.  In  this  way  the  Congress  has  made  a  commit¬ 
ment  to  the  people  of  this  area  that  this  essential  function  will  continue  to  be 
performed  efficiently  and  without  interruption. 

In  order  that  this  commitment  might  be  carried  out^section  26  of  the  Tennessee 
Valley  Authority  Act  conferred  upon  the  TVA  the  power  to  use  the  revenues 
derived  from  the  sale  of  electric  power  to  meet  all  contingencies  and  requirements 
of  this  business  as  they  might  arise.  The  legislative  history  makes  it  clear  that 
section  26  was  included  in  the  act  deliberately  in  recognition  of  the  need  for 
flexibility  in  the  making  of  expenditures  arising  out  of  the  necessities  of  such  a 
business. 

Repeated  efforts  have  been  made  to  deprive  the  TVA  of  the  power  to  use  its 
revenues  to  meet  operating  expenses  as  authorized  by  section  26  of  the  act.  and 
these  proposals  have  been  carefully  considered  by  the  Congress.  Extensive 
hearings  were  held  before  the  subcommittee  of  the  Senate  Committee  on  Agricul¬ 
ture  and  Forestry  on  S.  2361  (77th  Cong.,  2d  sess.),  a  bill  which  would  have 
accomplished  this  result.  At  the  last  session  of  the  Congress  a  similar  bill  (S. 
499.  78th  Cong.,  1st  sess.)  was  introduced.  At  the  same  time,  an  attempt  was 
made  to  deprive  the  TVA  of  the  right  to  use  its  revenues  by  an  amendment  to  the 
independent  offices  appropriations  bill  for  the  year  1945.  This  bill  was  debated 
at  length  both  in  the  Senate  and  in  the  House,  but  the  proposed  amendment  failed 
of  adoption. 

It  thus  appears  that  the  Congress  has  repeatedly  refused  to  amend  section  26 
of  the  Tennessee  Valley  Authority  Act  in  such  a  way  as  to  make  revenues  unavail¬ 
able  to  meet  current  business  requirements.  Yet  there  is  a  serious  question  as  to 
whether  the  language  quoted  from  section  104  does  not  do  just  that.  It  would 
seem  to  mean  that  far  in  advance  of  the  beginning  of  each  fiscal  year,  the  TVA 
must  predict  with  considerable  exactitude  just  what  business  it  will  transact 
during  that  year,  and  upon  the  basis  of  that  prediction  obtain  a  specific  authoriza¬ 
tion  for  everything  that  is  to  be  done. 

Section  104  would,  in* effect,  repeal  the  corporate  charter  as  established  by 
Congress  in  the  Tennessee  Valley  Authority  Act  and  in  lieu  thereof  require  the 
TVA  to  procure  an  annual  charter  from  Congress.  Such  procedure,  by  creating 
doubt  as  to  the  continued  ability  of  the  TVA  to  perform  its  obligations,  would 
hamper  the  development  of  industries  in  this  area  and  would  leave  every  com¬ 
munity  now  dependent  upon  the  TVA  power  system  for  its  business  life  in  com¬ 
plete  uncertainty  as  to  its  future  from  year  to  year.  This  section  would  thus 
raise  grave  doubts  as  to  the  continued  wisdom  of  the  Federal  Government  operat¬ 
ing  power  facilities  and  undertaking  to  supply  power  to  an  entire  region  through 
some  130  loeallv  owned  public  agencies,  power  boards,  and  rural  cooperatives. 

The  Tennessee  Valley  Authority,  at  the  direction  of  Congress,  has  acquired 
the  generating  and  transmission  systems  of  the  utilities  that  formerly  served 
most  of  the  State  of  Tennessee  and  parts  of  the  other  Tennessee  Valley  States. 
The  various  local  communities  joined  in  the  acquisition  of  these  properties  by 
purchasing  the  distribution  systems  and  entered  into  contracts  with  TVA  for 
the  supply  of  electric  power.  They  thus  deprived  themselves  of  the  possibility 
of  securing  power  to  meet  their  needs  from  any  other  source,  in  reliance  on  what 
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they  considered  to  be  a  firm  commitment  of  Congress  that  it  would  never  jeop¬ 
ardize  the  abilitv  of  the  TVA  to  supply  their  demands.  Any  action  of  Congress 
which  would  deonve  the  TVA  of  the  power  to  use  revenues  to  meet  current  ex¬ 
penditures  would  in  effect  repeal  the  assurance  which  Congress  has  given  to  these 
communities. 

For  more  detailed  statements  as  to  the  necessity  for  the  use  of  revenues.  1 
refer  von  to  my  -tatement  appearing  at  pages  173  to  176  of  the  hearings  before 
the  subcommittee  of  the  Senate  Committee  on  Agriculture  and  Forestry  on 
5  2361  77th  Cotr  2d  sees.  :  the  statement  of  G.  O.  Wessenauer.  the  T\  A 

.  :  •  .  .t  - 

nsent  of  Senator  Hill  appearing  in  volume  90  of  the  Congressional  Record  at 
tages  3109  to  3115;  and ‘the  statement  of  Congressman  Kefauver  appearing  in 
volume  90  of  the  Congressional  Record  at  pages  415S  to  4165. 

The  uncertaintv  which  would  be  created  by  this  act  is  made  even  worse  by 
the  provision  of  section  104  that  "no  expenditures  for  administrative  expenses 
m  a it  fiscal  vear  shall  be  made  by  any  such  corporation  except  in  the  amounts 
authorized  ani  made  available  by  Congress  for  such  fiscal  year.  The  key 
ptrrase  here  is  "administrative  expenses."  It  is  not  defined  in  the  bill.  In 
practice-  the  ohase  could  be  construed  to  include  all  classes  of  expense  not  charged 
direetiT  to  TVA'-  operating  expense  and  capita,  expenditure  account.  In  such 
ease  it  would  encomnass  a  host  erf  fixed  and  variable  costs  over  which  advance 
budget  contrcl  1s  no:  possible.  Many  of  these  indirect  costs  are  governed  almost 
entire. v  bv  chances  in  volume  of  power,  fertilizer  or  munitions  production,  or 
bv  new  construction  activity  of  a  type  not  easily  scheduled  in  advance.  The 
r.  prase  could  be  so  construed  as  to  constitute  an  effective  impairment  of  our 
abilitv  to  meet  the  obligations  placed  on  the  TVA  by  its  power  supply  contracts. 
TrnijtrfiwK  on  such  items  as  the  amounts  available  for  travel  or  for  supervisory 
personnel,  for  example,  could  block  the  construction  of  lines  to  serve  new  loads 
or  the  repair  of  existing  facilities  damaged  by  storms. 

The  language  quoted  atove  from  section  104  or  the  bill,  construed  in  conjunc¬ 
tion  with  the  languaire  appearing  in  lines  12  to  15  of  page  5,  would  be  seriously 
detrimental  to  the  TVA  in  another  important  respect,  since  its  probable  effect 
would  be  to  det  rive  this  agency  of  the  power  to  settle  claims  in  tort  and  contract, 
which  p:  wer  has  been  expressly  conferred  by  section  9  (b)  of  the  Tennessee  Valley 
Authority  Act.  with  the  concurrence  and  upon  the  recommendation  of  the  Comp 
troher  General.  The  TVA  is  a  corporation  and  subject  to  suit  in  its  corporate 
’-.■ttTT  c-  The  power  to  settle  :ts  own  claims,  therefore,  is  essential  for  its  protection. 

The  provisions  of  sections  105  and  106  of  the  bill  relating  to  audits  and  reports, 
do  n-.t  eo  as  far  in  the  way  of  audit  control  as  the  present  provisions  of  section 
9  bi  erf  the  Tennessee  Valiev  Authority  Aet,  and  their  enactment  with  respect  to 
TVA  co  lid  nlv  cause  confusion  in  the  present  relationship  between  tnis  agency 
and  the  General  Accounting  Office.  That  relationship  has  for  several  years  been 
entire,  v  satisractc-rv  to  ah  parties  concerned.  Section  107  of  the  bill  can  have  no 
arr.ikaiku  Xo  the  TVA.  since  it  is  nit  authorized  to  obtain  capital  in  the  manner 
referred  to  therein. 

The  -rated  pi  -rose  of  H.  R.  2177  is  "to  bring  Government  corporations  and 
their  nansactio:  -  and  opera::  ins  under  annual  scrutiny  by  the  Congress  and 
i-r:  ride  turret  financial  control  thereof.'’  As  pointed  out  above,  TVA  is  already 
fully  rest>:nsive  to  s  cL  a  poliev  of  cor.zressional  review  and  control,  so  that  the 
res-V-r  wrizbi  to  be  achieved  by  the  bill  has,  as  to  TVA.  been  an  accomplished 
fa::  from  the  verr  beginning.  As  applied  to  TV  A.  therefore,  the  bill  is  unneces¬ 
sary  and  would  accomplish  no  constructive  purpose.  Further,  for  the  reasons 
stated  above  which  grow  largely  out  of  the  fact  that  the  bill  is  directed  primarily 
at  tier  agencies  with  wholly  different  problems,  powers,  functions,  responsibili¬ 
ties.  sources  of  funds,  and  methods  of  reporting,  it  is  our  considered  judgment  that 
the  enactment  of  this  legislation  without  a  specific  exemption  of  the  T\  A  would 
;*=-riou5lT  jeopardize  oar  operations.  If  the  committee  is  not  wholly  satisfied  that 
such  as  exemption  should’  be  incorporated,  it  is  respectfully  requested  that  we  be 
given  an  oopommitv  to  be  heard  on  the  b*IL 

Trie  report  has  been  examined  by  the  Bureau  of  the  Budget,  which  has  indi¬ 
cated  that  there  would  be  no  objection  to  its  submission  to  the  Committee. 


Sincerely  yours, 


(Signed)  David  E.  Liue.vthal,  Chairman, 


IV.  DIFFERENCES  BETWEEN  GOVERNMENTAL  AND 
COMMERCIAL  TYPES  OF  AUDIT 

[Excerpts  from  H.  Rept.  No.  846,  78th  Cong.,  1st  session] 
******* 

In  general,  the  purpose  of  the  governmental  type  of  audit  is  to  determine  the 
validity  of  expenditures  under  appropriations  made  by  the  Congress,  in  the  light 
of  restrictions  and  limitations  placed  by  the  Congress  generally  upon  the  expendi¬ 
ture  of  appropriated  moneys.  It  is  a  part  of  a  system  designed  to  enforce  the 
personal  accountability  of  governmental  officers  authorizing  or  expending  those 
funds  upon  the  basis  of  documents  and  records  usually  submitted  to  the  General 
Accounting  Office  and  retained  in  its  custody.  In  contrast,  the  commercial  type 
of  audit  is  separate  and  apart  from  the  accounting  system  and  internal  financial 
control  of  the  Corporation  and  is  designed  to  determine  the  true  financial  condi¬ 
tion  of  the  Corporation  as  of  a  given  date  and  the  results  of  its  financial  opera¬ 
tions  during  the  period  covered  by  the  audit,  as  well  as  establishing  whether  the 
funds  of  the  Corporation  have  been  regularly  expended  in  accordance  with  corpo¬ 
rate  authorization.  These  determinations  are  made  by  detailed  examination  of 
the  operating  and  financial  records  of  the  Corporation  at  the  places  where  they 
are  being  used  in  the  conduct  of  corporate  business. 

The  fundamental  difference  between  the  two  types  of  audit  and  the  inadequacy 
of  the  governmental  type  of  audit  as  applied  to  capital-fund  operations  of  the 
Corporation  may  be  more  clearly  seen  from  a  comparison  of  the  procedures 
involved. 

The  governmental  type  of  audit  generally  involves  the  following  seven  steps: 

1.  The  fixing  of  the  amount  for  which  the  disbursing  officer  is  accountable 
under  his  bonded  responsibility  by  reason  of  the  advance  of  funds  under  par¬ 
ticular  appropriations  upon  accountable  warrants  and  by  reason  of  collections 
received  by  him; 

2.  The  submission  by  the  designated  disbursing  officer  to  the  General  Account¬ 
ing  Office  for  audit  and  settlement  of  an  account  supported  by  certified  vouchers 
and  by  other  original  papers  evidencing  specific  payments  which  he  has  made 
from  the  particular  funds  charged  to  him; 

3.  The  examination  by  the  General  Accounting  Office  of  these  vouchers  and 
other  original  supporting  papers  to  determine  whether  the  payments  covered 
thereby  wrere  properly  authorized  and  whether  the  expenditures  represent  valid 
obligations  of  the  Government  under  the  specific  appropriation  sought  to  be 
charged; 

4.  The  settlement  by  the  General  Accounting  Office  of  the  disbursing  officer’s 
account  and  the  determination  of  his  liability  to  the  United  States; 

5.  The  determination  of  the  liability  to  the  United  States  of  the  officer  cert  ifying 
for  payment  the  items  included  in  the  disbursing  officer’s  account; 

6.  The  preparation  and  issuance  of  certificates  of  settlement  incorporating  all 
unexplained  or  unadjusted  differences  developed  in  the  examinations  of  the  ac¬ 
counts;  and 

7.  The  institution  of  collection  proceedings  if  the  accountable  officer  fails  to 
pay  over  any  balances  found  due  from  him  in  the  settlement. 

The  commercial  type  of  audit  ordinarily  made  of  large  business  corporations 
usually  involves  the  following  seven  steps: 

1.  The  establishment  of  the  authorities  of  the  various  officers  and  employees 
by  reference  to  the  original  articles  of  incorporation,  bylaw’s,  minutes  of  the  board 
of  directors,  and  other  official  authorizations  taken  in  the  name  of  the  Corporation; 

2.  The  verification,  through  appropriate  checks,  of  the  original  general  and  sub¬ 
sidiary  ledgers  by  comparison  of  original  collection  and  disbursement  documents 
with  such  ledgers  and,  in  connection  with  this,  the  determination  that  all  actions, 
reviewed  are  properly  authorized; 
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3.  The  verification  from  the  original  accounting  records  and  supporting  docu¬ 
ments  of  the  accuracy  of  all  items  appearing  on  the  balance  sheet,  including  verifi¬ 
cation  of  all  cash  on  hand  and  in  banks,  and  when  needed,  positive  establishment 
of  the  existence  of  assets  by  physical  inventory  methods  or  through  inquiries 
addressed  to  debtors  and  the  determination  of  actual  liabilities  through  inquiries 
addressed  to  creditors; 

4.  The  review  and  establishment  of  the  accuracy  of  any  operating  statements  to 
determine  that  they  clearly  indicate  the  financial  progress  of  the  Corporation 
during  the  period  covered  by  the  audit,  including  proper  reflection  of  any  profits 
made  or  losses  suffered; 

5.  Determination,  in  light  of  the  actions  by  the  board  of  directors  and  any 
changes  in  the  policies  of  the  Corporation,  that  proper  records  are  established  and 
necessary  safeguards  developed  correctly  to  reflect  the  financial  operations  of  the 
Corporation  and  to  protect  the  Corporation  from  financial  loss  which  can  be 
prevented  by  proper  and  adequate  records  and  procedures' 

6.  The  preparation  of  a  report  covering  the  audit,  including  certified  financial 
statements  and  comments  deemed  appropriate  by  the  auditor,  such  as  recommen¬ 
dations  for  changes  in  the  accounting  procedure  and  records,  errors  still  uncor¬ 
rected  at  the  completion  of  the  audit,  analysis  of  facts  brought  out  in  the  financial 
statements,  and  the  submission  of  such  a  report  to  the  officials  ordering  the  audit; 
and 

7.  The  institution  of  corrective  action  by~the  corporate  management. 
*****  *  * 
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79th  CONGRESS 
1st  Session 


Union  Calendar  No.  255 


[Report  No.  856] 


IN  THE  HOUSE  OE  REPRESENTATIVES 

July  3, 1945 

Mr.  Whittington  introduced  the  following  bill;  which  was  referred  to  the 
Committee  on  Expenditures  in  the  Executive  Departments 

k 

July  5, 1945 

Committed  to  the  Committee  of  the  Whole  House  on  the  State  of  the  Union 

and  ordered  to  be  printed 


To  provide  for  financial  control  of  Government  corporations. 

1  Be  it  enacted  by  the  Senate  and  House  of  Iiepresenta- 

2  lives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  “Government  Corporation 

4  Control  Act”. 

5  DECLARATION  OF  POLICY 

6  Sec.  2.  It  is  hereby  declared  to  be  the  policy  of  the 

7  Congress  to  bring  Government  corporations  and  their  trans- 

8  actions  and  operations  under  annual  scrutiny  by  the  Congress 

9  and  provide  current  financial  control  thereof. 
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TITLE  I— WHOLLY  OWNED  GOVERNMENT 

• 

CORPORATIONS 

Sec.  101.  As  used  in  this  Act  the  term  “wholly  owned 
Government  corporation”  means  the  Commodity  Credit  Cor¬ 
poration;  Eederal  Intermediate  Credit  Banks;  Production 
Credit  Corporations;  Regional  Agricultural  Credit  Corpora¬ 
tions;  Farmers  Home  Corporation;  Eederal  Crop  Insurance 
Corporation;  Eederal  Earm  Mortgage  Corporation;  Eederal 
Surplus  Commodities  Corporation;  Reconstruction  Finance 
Corporation;  Defense  Plant  Corporation;  Defense  Supplies 
Corporation;  Metals  Reserve  Company;  Rubber  Reserve 
Company;  War  Damage  Corporation;  Eederal  National 
Mortgage  Association;  The  RFC  Mortgage  Company; 
Disaster  Loan  Corporation;  Inland  Waterways  Corporation; 
Warrior  River  Terminal  Company;  The  Virgin  Islands  Com¬ 
pany;  Eederal  Prison  Industries,  Incorporated;  United  States 
Spruce  Production  Corporation;  Institute  of  Inter-American 
Affairs;  Institute  of  Inter-American  Transportation;  Inter- 
American  Educational  Foundation,  Incorporated;  Inter- 
American  Navigation  Corporation;  Prencinradio,  Incor¬ 
porated;  Cargoes,  Incorporated;  Export-Import  Bank  of 
Washington;  Petroleum  Reserves  Corporation;  Rubber  De¬ 
velopment  Corporation;  U.  S.  Commercial  Company; 
Smaller  War  Plants  Corporation;  Eederal  Public  Hous¬ 
ing  Authority  (or  United  States  Housing  Authority)  and 


1  including  public  housing  projects  financed  from  appropri- 

2  ated  funds  and  operations  thereof;  Defense  Homes  Corpo- 

3  lation;  Federal  Savings  and  Loan  Insurance  Corporation; 

4  Home  Owners  Loan  Corporation;  United  States  Housing 

5  Corporation;  Panama  Railroad  Company;  Tennessee  Valley 

6  Authority ;  and  Tennessee  1  alley  Associated  Cooperatives, 
I  Incorporated. 

Sec.  102.  Each  wholly  owned  Government  corporation 
9  shall  cause  to  be  prepared  annually  a  budget  program,  which 

10  shall  be  submitted  to  the  President  through  the  Bureau  of 

11  the  Budget  on  or  before  September  15  of  each  year.  The 

12  Bureau  of  the  Budget,  under  such  rules  and  regulations  as 

13  the  President  may  establish,  is  authorized  and  directed  to 

14  prescribe  the  form  and  content  of,  and  the  manner  in  which 
In  such  budget  program  shall  be  prepared  and  presented.  The 
16  budget  program  shall  be  a  business-type  budget,  or  plan  of 
11  operations,  with  due  allowance  given  to  the  need  for  flexi- 

18  bilhy,  including  provision  for  emergencies  and  contingencies, 

19  in  order  that  the  corporation  may  properly  carry  out  its 

20  activities  as  authorized  by  law.  The  budget  program  shall 

21  contain  estimates  of  the  financial  condition  and  operations 

22  of  the  corporation  for  the  current  and  ensuing  fiscal  years 

23  and  the  actual  condition  and  results  of  operation  for  the  last 

24  completed  fiscal  year.  Such  budget  program  shall  include  a 
2^  statement  of  financial  condition,  a  statement  of  income  and 
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1  expense,  an  analysis  of  surplus  or  deficit,  a  statement  of 

2  sources  and  application  of  funds,  and  such  other  supple- 

3  mentary  statements  and  information  as  are  necessary  or  de- 

4  sirable  to  make  known  the  financial  condition  and  operations 

5  of  the  corporation.  Such  statements  shall  include  estimates 

6  of  operations  by  major  types  of  activities,  together  with  esti- 

7  mates  of  administrative  expenses,  estimates  of  borrowings, 

8  and  estimates  of  the  amount  of  Government  capital  funds 

9  which  shall  be  returned  to  the  Treasury  during  the  fiscal  year 

10  or  the  appropriations  required  to  provide  for  the  restoration 

11  of  capital  impairments. 

12  Sec.  103.  The  budget  programs  of  the  corporations  as 
18  modified,  amended,  or  revised  by  the  President  shall  be 

14  transmitted  to  the  Congress  as  a  part  of  the  annual  Budget 

15  required  by  the  Budget  and  Accounting  Act,  1921.  Amend- 

16  ments  to  the  annual  budget  programs  may  be  submitted  from 

17  time  to  time. 

18  Budget  programs  shall  be  submitted  for  all  wholly  owned 

19  Government  corporations  covering  operations  for  the  fiscal 

20  year  commencing  July  1,  1946,  and  each  fiscal  year  there- 

21  after. 

22  Sec.  104.  The  budget  programs  transmitted  by  the 

23  President  to  the  Congress  shall  be  considered  and,  if  nec- 
21  essary,  legislation  shall  be  enacted  making  available  such 
25  funds  or  other  financial  resources  as  the  Congress  may  de- 
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1  termine.  The  provisions  of  this  section  shall  not  be  con- 

2  strued  as  preventing  wholly  owned  Government  corpora- 

3  tions  from  carrying  out  and  financing  their  activities  as 

4  authorized  by  existing  law,  nor  shall  any  provisions  of  this 

5  section  be  construed  as  affecting  in  any  way  the  provisions 

6  of  section  26  of  the  Tennessee  Valley  Authority  Act,  as 

1  amended.  The  provisions  of  this  section  shall  not  be  con- 

8  strued  as  affecting  the  existing  authority  of  any  wholly 

9  owned  Government  corporation  to  make  contracts  or  other 

10  commitments  without  reference  to  fiscal-year  limitations. 

11  Sec.  105.  The  financial  transactions  of  wholly  owned 

12  Government  corporations  shall  be  audited  by  the  General 

13  Accounting  Office  in  accordance  with  the  principles  and 

14  procedures  applicable  to  commercial  corporate  transactions 

15  and  under  such  rules  and  regulations  as  may  be  prescribed 

16  by  the  Comptroller  General  of  the  United  States:  Provided, 
11  That  such  rules  and  regulations  may  provide  for  the  reten- 

18  tion  at  the  offices  of  such  corporations,  in  whole  or  in  part, 

% 

19  of  any  accounts  of  accountable  officers,  covering  corporate 

20  financial  transactions,  which  are  required  by  existing  law 

21  to  be  settled  and  adjusted  in  the  General  Accounting  Office, 

22  and  for  the  settlement  and  adjustment  of  such  accounts  in 

23  whole  or  in  part  upon  the  basis  of  examinations  in  the 

24  course  of  the  audit  herein  provided,  but  nothing  in  this 

25  proviso  shall  be  construed  as  affecting  the  powers  reserved 
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to  the  Tennessee  Valley  Authority  in  the  Act  of  Novem¬ 
ber  21,  1941  (55  Stat.  775) .  The  audit  shall  he  con¬ 
ducted  at  the  place  or  places  where  the  accounts  of  the 
respective  corporations  are  normally  kept.  The  representa¬ 
tives  of  the  General  Accounting  Office  shall  have  access  to 
all  books,  accounts,  financial  records,  reports,  files,  and  all 
other  papers,  things,  or  property  belonging  to  or  in  use  by 
the  respective  corporations  and  necessary  to  facilitate  the 
audit,  and  they  shall  be  afforded  full  facilities  for  verifjung 
transactions  with  the  balances  or  securities  held  by  deposi¬ 
taries,  fiscal  agents,  and  custodians.  The  audit  shall  begin 
with  the  first  fiscal  year  commencing  after  the  enactment  of 
this  Act. 

Sec.  106.  A  report  of  each  such  audit  for  each  fiscal 
year  ending  on  June  30  shall  he  made  by  the  Comptroller 
General  to  the  Congress  not  later  than  Januarv  15  following 
the  close  of  the  fiscal  year  for  which  such  audit  is  made. 
The  report  shall  set  forth  the  scope  of  the  audit  and  shall 
include  a  statement  (showing  intercorporate  relations)  of 
assets  and  liabilities,  capital  and  surplus  or  deficit  ;  a  state¬ 
ment  of  surplus  or  deficit  analysis;  a  statement  of  income 
and  expense;  a  statement  of  sources  and  application  of 
funds;  and  such  comments  and  information  as  may  he 
deemed  necessary  to  keep  Congress  informed  of  the  opera¬ 
tions  and  financial  condition  of  the  several  corporations. 
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1  together  with  such  recommendations  with  respect  thereto  as 

2  the  Comptroller  General  may  deem  advisable,  including  a 

3  report  of  any  impairment  of  capital  noted  in  the  audit  and 

4  recommendations  for  the  return  of  such  Government  capital 

5  or  the  payment  of  such  dividends  as,  in  his  judgment,  should 

6  be  accomplished.  The  report  shall  also  show  specifically 

7  any  program,  expenditure,  or  other  financial  transaction  or 

8  undertaking  observed  in  the  course  of  the  audit,  which,  in 

9  the  opinion  of  the  Comptroller  General,  has  been  carried 
10  on  or  made  without  authority  of  law.  A  copy  of  each  re- 
44  port  shall  he  furnished  to  the  President,  to  the  Secretary  of 

12  the  Treasury,  and  to  the  corporation  concerned  at  the  time 

13  submitted  to  the  Congress. 

14  Sec.  107.  Whenever  it  is  deemed  by  the  Director  of 

15  the  Bureau  of  the  Budget,  with  the  approval  of  the  Presi- 
18  dent,  to  be  practicable  and  in  the  public  interest  that  any 

17  wholly  owned  Government  corporation  he  treated  with  re- 

18  spect  to  its  appropriations,  expenditures,  receipts,  accounting, 
1^  and  other  fiscal  matters  as  if  it  were  a  Government  agency 
29  other  than  a  corporation,  the  Director  shall  include  in  con- 
2-*-  nection  with  the  budget  program  of  such  corporation  in 

22  the  Budget  a  recommendation  to  that  effect.  If  the  Congress 

23  approves  such  recommendation  in  connection  with  the  bud- 

24  get  program  for  any  fiscal  year,  such  corporation,  with  respect 
to  subsequent  fiscal  years,  shall  be  regarded  as  an  establish- 
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1  ment  other  than  a  corporation  for  the  purposes  of  the  Budget 

2  and  Accounting  Act,  1921,  and  other  provisions  of  law 

3  relating  to  appropriations,  expenditures,  receipts,  accounts, 

4  and  other  fiscal  matters,  and  shall  not  be  subject  to  the  pro- 

5  visions  of  this  Act  other  than  this  section.  The  corporate 

6  entity  shall  not  be  affected  by  this  section. 

7  TITLE  II— MIXED-OWNERSHIP  GOVERNMENT 

8  CORPORATIONS 

9  Sec.  201.  As  used  in  this  Act  the  term  “mixed-owner- 

10  ship  Government  corporations”  means  (1)  the  Central 

11  Bank  for  Cooperatives  and  the  Regional  Banks  for  Coopera- 

12  tives,  (2)  Eederal  Land  Banks,  (3)  Federal  Home  Loan 
12  Banks,  and  (4)  Eederal  Deposit  Insurance  Corporation. 

14  Sec.  202.  The  financial  transactions  of  mixed-owner- 

15  ship  Government  corporations  for  any  period  during 

16  which  Government  capital  has  been  invested  therein  shall 

17  he  audited  by  the  General  Accounting  Office  in  accordance 
12  with  the  principles  and  procedures  applicable  to  commercial 
19  corporate  transactions  and  under  such  rules  and  regulations 
29  as  may  be  prescribed  by  the  Comptroller  General  of  the  - 

21  United  States.  The  audit  shall  be  conducted  at  the  place 

22  or  places  where  the  accounts  of  the  respective  corporations 
22  are  normally  kept.  The  representatives  of  the  General 
21  Accounting  Office  shall  have  access  to  all  books,  accounts, 

nr 

financial  records,  reports,  files,  and  all  other  papers,  things, 
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1  or  property  belonging  to  or  in  use  by  the  respective  cor- 

2  porations  and  necessary  to  facilitate  the  audit,  and  they 

3  shall  he  afforded  full  facilities  for  verifying  transactions  with 

4  the  balances  or  securities  held  by  depositaries,  fiscal  agents, 

5  and  custodians.  The  audit  shall  begin  with  the  first  fiscal 

6  year  commencing  after  the  enactment  of  this  Act. 

T  Sec.  203.  A  report  of  each  such  audit  for  each  fiscal 

8  year  ending  on  June  30  shall  be  made  by  the  Comptroller 

9  General  to  the  Congress  not  later  than  January  15,  following 

10  the  close  of  the  fiscal  year  for  which  such  audit  is  made. 

11  The  report  shall  set  forth  the  scope  of  the  audit  and  shall 

12  include  a  statement  (showing  intercorporate  relations)  of 

13  assets  and  liabilities,  capital  and  surplus  or  deficit;  a  state- 

14  ment  of  surplus  or  deficit  analysis;  a  statement  of  income 

15  and  expense;  a  statement  of  sources  and  application  of 

16  funds;  and  such  comments  and  information  as  may  be 
IT  deemed  necessary  to  keep  Congress  informed  of  the  oper- 

18  ations  and  financial  condition  of,  and  the  use  of  Government 

19  capital  by,  each  such  corporation,  together  with  such  recom- 

20  mendations  with  respect  thereto  as  the  Comptroller  General 

21  may  deem  advisable,  including  a  report  of  any  impairment 

22  of  capital  or  lack  of  sufficient  capital  noted  in  the  audit  and 

23  recommendations  for  the  return  of  such  Government  capital 

24  or  the  payment  of  such  dividends  as,  in  his  judgment,  should 

25  be  accomplished.  The  report  shall  also  show  specifically 
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any  program,  expenditure,  or  other  financial  transaction 
or  undertaking  observed  in  the  course  of  the  audit,  which, 
in  the  opinion  of  the  Comptroller  General,  has  been  carried 
on  or  made  without  authority  of  law.  A  copy  of  each  report 
shall  be  furnished  to  the  President,  to  the  Secretary  of  the 
Treasury,  and  to  the  corporation  concerned  at  the  time 
submitted  to  the  Congress. 

Sec.  204.  The  President  shall  include  in  the  annual  Budget 
any  recommendations  he  may  wish  to  make  as  to  the  return 
of  Government  capital  to  the  Treasury  by  any  mixed-owner¬ 
ship  corporation. 

TITLE  III— GENERAL  PROVISIONS 

Sec.  301.  (a)  The  expenses  of  auditing  the  financial 
transactions  of  wholly  owned  and  mixed-ownership  Gov¬ 
ernment  corporations  as  provided  in  sections  105  and  202  of 
this  Act  shall  be  borne  out  of  appropriations  to  the  General 
Accounting  Office,  and  appropriations  in  such  sums  as  may 
be  necessary  are  hereby  authorized:  Provided,  That  each 
such  corporation  shall  reimburse  the  General  Accounting 
Office  for  the  full  cost  of  any  such  audit  as  billed  therefor 
by  the  Comptroller  General,  and  the  General  Accounting 
Office  shall  deposit  the  sums  so  reimbursed  into  the  Treasury 
as  miscellaneous  receipts :  Provided  further,  That  in  making 
the  audits  provided  in  said  sections  the  Comptroller  General  - 
shall,  to  the  fullest  extent  deemed  by  him  to  be  practicable, 
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utilize  reports  of  examinations  of  Government  corporations 
made  by  a  supervising  administrative  agency  pursuant  to 
law. 

(b)  For  the  purpose  of  conducting  such  audit  the 
Comptroller  General  is  authorized  in  his  discretion  to  employ 
not  more  than  ten  persons  without  regard  to  the  Classifica- 
tion  Act  of  1923,  as  amended,  only  one  of  whom  may  be 
compensated  at  a  rate  of  as  much  as  but  not  more  than 
$10,000  per  annum,  and  to  employ  by  contract,  without 
regard  to  section  3709  of  the  Revised  Statutes,  professional 
services  of  firms  and  organizations  for  temporary  periods 
or  for  special  purposes. 

(c)  The  audit  provided  in  sections  105  and  202  of  this 
Act  shall  be  in  lieu  of  any  audit  of  the  financial  transactions 
of  any  Government  corporation  required  to  be  made  by  the 
General  Accounting  Office  for  the  purpose  of  a  report  to  the 
Congress  or  to  the  President  under  any  existing  law. 

(d)  Unless  otherwise  expressly  provided  by  law,  no 
funds  of  any  Government  corporation  shall  be  used  to  pay 
the  cost  of  any  private  audit  of  the  financial  records  of  the 
offices  of  such  corporation,  except  the  cost  of  such  audits 
contracted  for  and  undertaken  prior  to  April  25,  1945. 

Sec.  302.  The  banking  or  checking  accounts  of  all 
wholly  owned  and  mixed-ownership  Government  corpora¬ 
tions  shall  be  kept  with  the  Treasurer  of  the  United  States, 
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or,  with  the  approval  of  the  Secretary  of  the  Treasury,  with 

'  r') 

a  Federal  Reserve  bank,  or  with  a  hank  designated  as  a 

n 

depositary  or  fiscal  agent  of  the  United  States:  Provided , 
That  the  Secretary  of  the  Treasury  may  waive  the  require¬ 
ments  of  this  section  under  such  conditions  as  he  may  deter¬ 
mine  :  And  provided  further,  That  this  section  will  not  apply 
to  the  establishment  and  maintenance  in  any  bank  for  a 
temporary  period  of  banking  and  checking  accounts  not  in 
excess  of  $50,000  in  any  one  bank.  The  provisions  of  this 
section  shall  not  be  applicable  to  Federal  Intermediate  Credit 
Banks,  Production  Credit  Corporations,  the  Central  Bank 
for  Cooperatives,  the  Regional  Banks  for  Cooperatives,  or 
the  Federal  Land  Banks,  except  that  each  such  corporation 

«•  *  '  •  f 

shall  be  required  to  report  annually  to  the  Secretary  of  the 
Treasury  the  names  of  the  depositaries  in  which  such  cor¬ 
poration  keeps  a  banking  or  checking  account,  and  the  Sec¬ 
retary  of  the  Treasury  may  make  a  report  in  writing  to  the 
corporation,  to  the  President,  and  to  the  Congress  which 
he  deems  advisable  upon  receipt  of  any  such  annual  report. 

Sec.  303.  (a)  All  bonds,  notes,  debentures,  and  other 
similar  obligations  which  are  hereafter  issued  by  any  wholly 
owned  or  mixed-ownership  Government  corporation  and 
offered  to  the  public  shall  be  in  such  forms  and  denomina¬ 
tions,  shall  have  such  maturities,  shall  bear  such  rates  of 
interest,  shall  be  subject  to  such  terms  and  conditions,  shall 
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be  issued  in  such  manner  and  at  such  times  and  sold  at  such 
prices  as  have  been  or  as  may  be  approved  by  the  Secretary 
of  the  Treasury. 

(b)  Hereafter,  no  wholly  owned  or  mixed-ownership 
Government  corporation  shall  sell  or  purchase  any  direct  obli¬ 
gation  of  the  United  States  or  obligation  guaranteed  as  to 
principal  or  interest,  or  both,  for  its  own  account  and  in  its 
own  right  and  interest,  at  any  one  time  aggregating  in 
excess  of  $100,000,  without  the  approval  of  the  Secretary 
of  the  Treasury:  Provided,  That  the  Secretary  of  the  Treas¬ 
ury  may  waive  the  requirement  of  his  approval  with  respect 
to  any  transaction  or  classes  of  transactions  subject  to  the 
provisions  of  this  subsection  for  such  period  of  time  and 
under  such  conditions  as  he  may  determine. 

(c)  The  Secretary  of  the  Treasury  is  hereby  author¬ 
ized  to  exercise  any  of  the  functions  vested  in  him  by  this 
section  through  any  officer  or  employee  of  any  Federal 
agency  whom  he  may  designate,  with  the  concurrence  of 
the  head  of  the  agency  concerned,  for  such  purpose. 

(d)  Any  mixed-ownership  Government  corporation 
from  which  Government  capital  has  been  entirely  withdrawn 
shall  not  be  subject  to  the  provisions  of  section  302  or  of  this 
section  during  the  period  such  corporation  remains  without 
Government  capital.  The  provisions  of  subsections  (a)  and 
(b)  of  this  section  shall  not  be  applicable  to  Federal  Inter- 
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mediate  Credit  Banks,  Production  Credit  Corporations,  the 
Central  Bank  for  Cooperatives,  the  Regional  Banks  for 
Cooperatives,  or  the  Pederal  Land  Banks,  except  that  each 
such  corporation  shall  be  required  to  consult  with  the  Secre¬ 
tary  of  the  Treasury  prior  to  taking  any  action  of  the  kind 
covered  by  the  provisions  of  subsections  (a)  and  (b)  of  this 
section,  and  in  the  event  an  agreement  is  not  reached,  the 
Secretary  of  the  Treasury  may  make  a  report  in  writing 
to  the  corporation,  to  the  President,  and  to  the  Congress 
stating  the  grounds  for  his  disagreement. 

Sec.  304.  (a)  No  corporation  shall  be  created,  organ¬ 
ized,  or  acquired  hereafter  by  any  officer  or  agency  of  the 
Pederal  Government  or  by  any  Government  corporation  for 
the  purpose  of  acting  as  an  agency  or  instrumentality  of  the 
United  States,  except  by  Act  of  Congress  or  pursuant  to  an 
Act  of  Congress  specifically  authorizing  such  action. 

(b)  No  wholly  owned  Government  corporation  created 
by  or  under  the  laws  of  any  State,  Territory,  or  possession 
of  the  United  States  or  any  political  subdivision  thereof,  or 
under  the  laws  of  the  District  of  Columbia,  shall  continue 
after  June  30,  1948,  as  an  agency  or  instrumentality  of  the 
United  States,  and  no  funds  of,  or  obtained  from,  the  United 
States  or  any  agency  thereof,  including  corporations,  shall 
be  invested  in  or  employed  by  any  such  corporation  after  that 
date,  except  for  purposes  of  liquidation.  The  proper  corpo- 


15 


4  rate  authority  of  every  such  corporation  shall  take  the  neces- 

2  sary  steps  to  institute  dissolution  or  liquidation  proceedings 

3  on  or  before  that  date:  Provided ,  That  prior  thereto  any 

4  such  corporation  may  be  reincorporated  by  Act  of  Congress 

5  for  such  purposes  and  term  of  existence  and  with  such  pow- 

6  ers,  privileges,  and  duties  as  authorized  by  such  Act,  includ- 

r 

7  ing  the  power  to  take  over  the  assets  and  assume  the  liabili- 

8  ties  of  its  respective  predecessor  corporation. 
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^2.  SURPLUS  PROPERTY.  Rep.  Manasco,  ALa,  ,  received  unanimous  consent  that  on  Honda j, 
Sept.  10,  it  shall  he  in  order  to.  consider  H.R.3907,  to  provide  for  adminijftrr. 
tion  of  the  Surplus  Property  Ret  of  1944  "by  a  Surplus  Property  Adninistral 
851S). 

L9-  RATIONING.  Rep.  Murray,  tfis.  f  urged  that  ration  points  be  taken  off  be/f  in 
ordeiVto  provide  necessary  nutrition,  to  avoid  a  denoralized  beef  market,  to 
furnisVemploynent,  and  to  "see  a  policy  of  abandoning  the  rationing  of  food 

. us,  jio..  .sho.rf  /pp*,- -8§r5lmr2 A.  r  M  ilit  

10,  GOVERNMENT  CORPORATIONS.  Rules  Committee  reported  a  resolution  for  the  consider¬ 
ation  of  H.R. 3660 ,  to  provide  for  fin  ncial  control  of  Covernnent  corporations 

(pt  8559).  ,  : 

time  and  inserted  s%dry  telegrams,  etc.,  on  the  subject  (pp.  8531-50), 


POST— WaR  PLANNING.  Rep.  ■‘■rCross ,  Pa.,  spoke  optimistically  about  the  employment 
situation  and  discussed 'the  full- employment,  selective  service,  lend-lease, 
and  veterans'  phases  of  t fie  President's  message  /pp.  8553-4) . 

\  . 

?3«  ADJOURNED  until  Mon. ,  Sept.  1&,  (p.  S'559) . 

ITEM^\IN  APPEND] 

\  f 

l4.  TRANSPORTATION.  Sen*  Lucas,  Ill*ti  xS^serJ^d  an  C.DT  release  on  carloadings  of 
grain  and  grain  products  statistics  A4o69)* 

Reps.  Bcnnet  and  Reed,  N.Y*,  in^eltted  N.  Y.  Legislature  -resolutions  favor- 
.  dug  He  R.v  3615,  to  provide  for  Federal  aid  in  construction  of  airports  (pp. 
A4CS4"5,  AJ4092-3).  / 

!5*  .PRICE  iO.TTROLc  Sap,  Lucas,  Ill/,  ineorted  a  prairie  Farmer  editorial  commending 
OP/J  s  administration  of  pric/ controls  (pp,  A4&T1-2). 

£.  EMPLOYMENT  DISCRIMINATION. /’Sen.  Lucas,  Ill.,  insefc^ed  correspondence  between 
Sen-  Bilbo,  Miss.,  and  E£ora  J*  Cooke,  retired  teacher,  included  in  a  Chicago 
Sun  article,  on  employment  discrimination  (pp.  a4G81A^)  . 

Jr  * 

7,  POST-VAR  PLANNING.  Sfen.  Miirray,  Mont.,  inserted  Bishop  Ready’s  sermon  on  recon¬ 
version  as  related/to  employment,  wages,  and  social  security  (pp*  A4070-1). 

/  BILLS  IllTEOnTCED  .  \ 

J  ■  '  •  V 

.8.  SURPLUS  PROPERTY.  S.  1353,  by  Sen.  Thomas,  Utah,  to  provide  f or  '^minas  tration 
of  the  Surplus  Property  Act  of  1944  by  a  Surplus  Property  Administrator.  To 
Military  .Affairs  Committee,  (p.  8501.) 

y 

9.  ASSISTANT  SECRETARIES  OF  COMMERCE .  S,  1367*  V  Sen.  Bailey,  N.  Car*,  t>  provide 
for  ifne  appointment  of  three  additional  Assistant  Secretaries  of  Commerfi^*  To 
Commerce  Committee,  (p«  S502.) 

0.  B/lIRUPTCY*  S.  1365,  by  Sen.  Connally,  Tex.,  to  amend  Sec.  35  of  the  Bankrupt 


Act  to  permit  the  appointment  of  supervising  conciliation  commissioners  as  refV 
erees  in  bankruptcy*  To  Judiciary  Committee-  (p  )  \ 


-  4  - 


PERSONNEL.  S.  1351,  "by  Sen.  McCarran,  Nev. ,  to  provide  for  a  30-hour  week  fo^ 
Federal  officers  and  employees  and  S.  1352,  to  protect  leave  accumulated  tr 
federal  employees  in  excess  of. 60  days.  To  Civil  Service  Committee.  (pf>^>502, 
1§0J>.)  Remarks  of  author  (pp.  8502-3) . 

32.  MYLKRiT  SAVING  TIE,  S.  1352,  "by  Sen.  Byrd,  Va. ,  to  provide  for  returning  to 
the  ukfi  of  standard  time.  To  Interstate  Commerce  Committee,  (p.  ^502.) 

H.VR.  3953,  "by  Rep.  Brumbaugh,  Pa.,  to  restore  standard  tim and  H.R.3952 

"by  Rep.  Bmitson,  ,Minn. ,  to  repeal  the  act  establishing  daylight-saving  time.  To 
Interstatcm^nd  Foreign  Commerce  Committee,  (p.  8559*/ 


33. 


TAXATION, 
income 


tax 


H.  R.  3954,  hy  Rep.  Flood,  Pa.,  to  effect  a  redugition  in  individual 
Todays  and  Means  Committee,  (p.  8559*) 


34.  VETERANS;  EMPLOYMENT,  H.R.  3952,  "by  Rep.  Morrison,  La*/  to  continue  in  effect 
the  reemployment  rights  of  veterans  after  the  termination  of  other  provisions 
of  the  Selective  Trailing  and  Service  Act  of  194o.^To  Military  Affairs  Comr* 


35. 


mittee.  (p.  8559*) 

DAYLIGHT-SAVING-  TIME.  H.Co\  Res.  78,  hy  Rep 
dard  time,  H,  Con.  res.  79,  Tjf  Rep*  Schwahe 
discontinuation  of  davlight-saSdng  time, 
to  provide  for  termination  of  tn«g  act  of 
saving  time.  To  Interstate  and 


36.  PRINTING  AND  BINDING.  H.R.  3962,  hy 
Printing  Control  in  the  Office  of 
mittee.  (p.  8560.) 


c 


ngell,  Oreg.,  to  reinstate  stan- 
kla. ,  setting  the  date  for  the 
.J.Res.  235,  "by  Rep.  Price,  Ill., 
20,  1942,  providing  for  daylight- 


ommerce  Committee,  (p.  8560.) 

Rees,  Kans.,  to  establish  a  Division  oi 
reau  of  the  Budget.  To  Printing  Com- 


-  o  ~ 


For  supplemental  information  aaS.. copies  of  legislative  material  referred  to,  call 
Ext.  4654,  or  send  to  Room  Adm.  Arrangements  m^^he  made  to  he  kept  advised, 

routinely#7  of  developments  on  any  p^:ticula.r  hill.  ^ 

7  \  « 

/  -  °  _ 

ETEMS  IN  FEDERAL  REGISTER  Sept.  6,  194? 

37*  SURPLUS  PROPER^  Board  regulations  on  the  delegation  of  authority  to  this  Depart¬ 
ment  for  disposal  of  surplus  food  items,  priorities  of  Goverhfaent  agencies  and 
State  and  ^ocal  governments,  and  release  of  surplus  trucks  pret^ously  allocated 
for  dispp/al  (pp.  11364,  11365,  11372). 

-  0  — 

/ 

COMMITTEE  HEARINGS  ANNOUNCEMENTS  for  Sept.  7:  2.  Banking  and  Currency,  full-employ¬ 
ment At  ill  (ex.);  S.  Judiciary,  Government  reorganization;  H,  Appropriations,\defic- 
ie^cy  (ex.);  H.  Expenditures  in  the  Executive  Departments,  reorganization  (exoL;  H. 
rs  and  Means,  unemployment  compensation. 


-  0O0  - 
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ame  the  enactment  of  legislation  to  bring 
justice  to  the  people  and  apply  the 
of  economic  liberalism. 
N^rtheless.  since  the  instinct  of  self- 
ation  is  strong  not  only  in  the  bio¬ 
logic  but  also  in  the  institutional  realm,  it 
is  very  \ossible  that  these  bureaucratic 
groups  maV  make  common  cause  with  re¬ 
actionary  fOT^es  that  benefit  from  the  colo¬ 
nial  regime,  since  independence  is  not  con- 
'sidered  desirable  by  either  of  these  two 
groups. 

In  this  sense  the  people  of  Puerto  Rico 
are  innocent  bystanders  who  have  in  recent 
years  maintained  close  relations  of  friend¬ 
ship  and  cooperation  with  bureaucracy,  but 
who  now  are  faced  with  the  possibility  that 
the  reactionary  minority  jnay  attempt  to 
make  use  of  the  people’s  forces  against  the 
people  themselves.  \ 

This  is  not  an  attempt  to  denounce  a  con¬ 
spiracy.  It  is  only  intended  t<5t.  point  out 
forces  which  although  antagonistic  on  ques¬ 
tions  of  social  justice,  may  still  make  con¬ 
tact  and  cooperate  to  impede  the  liberation, 
of  our  people.  \ 

Be  on  guard,  fellow  citizens.  We  ard^at 
a  cross  roads  in  the  history  of  our  natft 
land,  and  we  have  a  great  responsibilitj 
Let  us  not  make  hasty  judgments  concerning 
events.  Let  us  analyze  the  fact  without 
prejudice.  Let  us  shoulder  our  responsi¬ 
bilities,  demanding  that  our  representatives 
in  elective  positions  respond  to  the  genuine 
interests  of  the  people,  so  that  the  people 
will  be  respected  in  this  fateful  hour. 

For  the  executive  committee: 

Antonio  Santaella, 

Acting  President,  Congress  for  the 

Independence  of  Puerto  Rico. 

Jesus  Bordonada, 

Secretary. 

Baltazar  Quinones  Elias, 

Chairman,  Committee  on  Reports. 

SENATE  BILLS  REFERRED 

Bills  and  a  concurrent  resolution  of 
the  Senate  of  the  following  titles  were 
taken  from  the  Speaker’s  table  and,  un¬ 
der  the  rule,  referred  as  follows: 

S.  230.  An  act  to  amend  Public  Law  518, 
Seventy-eighth  Congress,  approved  Decem¬ 
ber  20,  1944;  to  the  Committee  on  Agricul¬ 
ture. 

S.  504.  An  act  to  quiet  title  and  possession 
with  respect  to  that  certain  unconfirmed  and 
located  private  land  claim  known  as  claim 
of  Daniel  Boardman,  C.  No.  13,  in  Cosby  and 
Skipwith’s  Report  of  1820,  certificate  749,  and 
being  designated  as  section  44,  township  7, 
south,  range  3  east,  Greensburg  Land  Disj 
trict,  Livingston  Parish,  La.,  on  the  officff 
plat  of  said  township;  to  the  Committe&'on 
the  Public  Lands.  f 

S.  Con.  Res.  17.  Concurrent  resolution  pro¬ 
viding  for  a  study  by  a  joint  congressional 
committee  of  educational  facilities,  living 
quarters,  and  other  matters  relatjiig  to  pages 
employed  by  the  two  Houses  of.  Congress;  to 
the  Committee  on  Rules. 

AD  J  OUR  NMENT 

Mr.  ROWAN.  Mr.  Speaker,  I  move 
that  the  House  do  now  adjourn. 

The  motion  was  agreed  to ;  accordingly 
(at  2  o’clock  and  £>4  minutes  p.  m.) ,  pur¬ 
suant  to  its  previous  order,  the  House 
adjourned  until  Monday,  September  10, 
1945,  at  12  o’clock  noon. 

/ 

CbMMITTEE  HEARINGS 

J 

Committee  on  the  Judiciary 
(Wednesday,  September  12,  1945) 

A {  10  a.  m.,  on  Wednesday,  September 
12',  1845,  Subcommittee  No.  1  of  the  Com¬ 
mittee  on  the  Judiciary  will  hold  a  public 


hearing  on  the  bill  (H.  R.  3750)  to  amend 
the  First  War  Powers  Act,  1941.  The 
meeting  will  be  held  in  the  Judiciary 
Committee  room,  346  House  Office 
Building. 

Committee  on  Invalid  Pensions 

(Thursday,  September  13,  1945) 

There  will  be  a  public  hearing  before 
the  Committee  on  Invalid  Pensions  at  10J 
a.  m.,  on  Thursday,  September  13,  1945,! 
in  the  committee  hearing  room,  247  Old 
House  Office  Building  on  H.  R.  1653  by 
Representative  Hendricks  and  H.  R.  2073 
by  Representative  Ludlow,  bills  to  ex¬ 
tend  benefits  to  veterans  of  the  Mexican 
border  service  of  1916  and  1917  and 
their  dependents. 


REPORTS  OF  COMMITTEES  ON  PUBLIC 
BILLS  AND  RESOLUTIONS 

Under  clause  2  of  rule  XIII,  reports  of 
committees  were  delivered  to  the  Clerk 
for  printing  and  reference  to  the  proper 
tin  . . 

Mr.  SABATH :  Committee  on  Rules.  House 
Resolution  339.  Resolution  providing  for 
the  consideration  of  H.  R.  3660,  a  bill  to  pro¬ 
vide  for  financial  control  of  Government  cor¬ 
porations;  without  amendment  (Rept.  No. 
942) .  Ref  erred.  t_o  the  House  Calendar, . . 

Mr.  MAY:  Committee  on  Military  Affairs. 
H.  R.  3951.  A  bill  to  stimulate  volunteer  en¬ 
listments  in  the  Regular  Military  and  Naval 
Establishments  outlie  United  States;  without 
amendment  (Rept.  No.  943).  Referred  to  the 
Committee  of  ,-t'he  Whole  House  on  the  State 
of  the  UnioffJ* 


EXECUTIVE  COMMUNICATIONS,  ETC. 

Under  clause  2  of  rule  XXIV,  execu¬ 
tive  communications  were  taken  from 
the  Speaker’s  table  and  referred  as  fol¬ 
lows  : 


IHANGE  OF  REFERENCE 
r  clause  2  of  rule  XXII,  the  Com- 
on  Pensions  was  discharged  from 
th&-'consideration  of  the  bill  (H.  R.  3882) 
granting  an  increase  of  pension  to  James 
L.  Huston,  and  the  same  was  referred  to 


666.  A  letter  from  the  Acting  Secretary  of  _ _ 

War,  transmitting  a  list  of  all  War  Depart-  the  Committee  on  Invalid  Pensions, 
^ment  contracts  in  excess  of  $150,000  under 


iken  during  the  fiscal  year  1945;  to  the  Cora- 
"[tee  on  Military  Affairs. 

A  letter  from  the  Director,  Sele<ftive 
System,  transmitting  a  list  at  the 
SelectfNte  Service  registrants  occupationally 
deferredvby  the  local  boards  of  the  System  as 
of  April  RM945,  because  of  their  employment 
in  or  under^he  Federal  Government;  to  the 
Committee  off  Military  Affairs, 

668.  A  letteftTrom  the  Sectary  of  State, 

transmitting  ^ communication  from  the 
Speaker  of  the'-House  Jbf  Commons  of 
Northern  Ireland,  offering  congratulations  on 
the  victory  and  comT^etion  of  the  campaign 
in  Europe;  to  the  Coofeiittee  on  Foreign  Af¬ 
fairs.  /  \ 

669.  A  letter  frorh  theViirector  of  Budget 

and  Reports,  Navy  Departritent,  transmitting 
a  report  showipg  the  name\age,  legal  resi¬ 
dence,  rank,  pranch  of  service,  with  special 
qualification^  therefor,  of  each  -person  com¬ 
missioned  .from  civilian  life  into'tthe  United 
States  Naeval  Reserve,  and  the  Co'hgt  Guard 
Reservq/ during  the  period  June  1,'>4945,  to 
July  3f ,  1945,  inclusive,  who  have  riqt  had 
priojf< commissioned  military  service;  tb  the 
Committee  on  Naval  Affairs.  \ 

>70.  A  letter  from  the  Acting  Secretary  vcf 
rar,  transmitting  a  report  showing  the  name; 
age,  legal  residence,  rank,  branch  of  the  serv-\ 
ice,  with  special  qualifications  therefor  of 
each  person  commissioned  in  the  Army  of  the 
United  States  without  prior  commissioned 
military  service  from  the  period  June  1,  1945, 
to  July  31,  1945;  to  the  Committee  on  Mili¬ 
tary  Affairs. 

671.  A  letter  from  the  Administrative  Of¬ 
ficer,  the  White  House,  transmitting  the 
quarterly  estimate  of  personnel  require¬ 
ments,  representing  the  estimated  personnel 
requirements  for  the  White  House  Office  for 
the  quarter  ending  September  30,  1945;  to  the 
Committee  on  the  Civil  Service. 

672.  A  letter  from  the  Secretary,  Smith¬ 
sonian  Institution,  transmitting  the  quarter¬ 
ly  estimate  of  personnel  requirements  for  the 
Smithsonian  Institution  for  the  quarter  end¬ 
ing  September  30,  1945;  to  the  Committee 

on  the  Civil  Service. 

673.  A  letter  from  the  Director,  Office  of 
Economic  Stabilization,  transmitting  the 
quarterly  estimate  of  personnel  requirements 
for  the  Office  of  Economic  Stabilization  for 
the  quarter  ending  September  30,  1945;  to 
the  Committee  on  the  Civil  Service. 

674.  A  letter  from  the  Archivist  of  the 
United  States,  transmitting  a  report  on 
records  proposed  for  disposal  by  various  Gov¬ 
ernment  agencies;  to  the  Committee  on  the 
Disposition  of  Executive  Papers. 


PUBLIC  BILLS  AND  RESOLUTIONS 

Under  clause  3  of  rule  XXII,  public 
bills  and  resolutions  were  introduced  and 
severally  referred  as  follows: 

By  Mr.  MAY: 

H.  R.  3951.  A  bill  to  stimulate  volunteer 
enlistments  in  the  Regular  Military  and 
Naval  Establishments  of  the  United  States; 
to  the  Committee  on  Military  Affairs. 

By  Mr.  BEALL: 

H.  R.  3952.  A  bill  to  repeal  the  automobile- 
use  tax;  to  the  Committee  on  Ways  and 
Means.  . 

By  Mr.  BRUMBAUGH: 

H.  R.  3953.  A  bill  to  restore  standard  time; 
to  the  Committee  on  Interstate  and  Foreign 
Commerce. 

By  Mr.  FLOOD: 

H.  R.  3954.  A  bill  to  effect  a  reduction  in 
the  individual  income  tax  by  increasing  the 
normal  tax  exemption  and  the  surtax  exemp¬ 
tion  from  $500  to  $1,000,  and  by  increasing 
the  exemption  for  dependents  from  $500  to 
$800;  to  the  Committee  on  Ways  and  Means. 

By  Mr.  HOWELL: 

H.  R.  3955.  A  bill  to  establish  the  peace 
force  and  to  stimulate  volunteer  enlistments 
for  occupation  duties;  to  the  Committee  on 
Military  Affairs. 

\  By  Mr.  KNUTSON: 

TT.  R.  3956.  A  bill  to  repeal  the  act  estab¬ 
lishing  daylight-saving  time;  to  the  Commit¬ 
tee  on  Interstate  and  Foreign  Commerce. 

3y  Mr.  MORRISON: 

H.  R.’SlSSV.  A  bill  to  repeal  the  War  Labor 
Disputes\^ct;  to  the  Committee  on  Military 
Affairs. 

H.  R.  3958\Al  bill  to  continue  in  effect  the 
reemployment  rights  of  veterans  after  the 
termination  orWher  provisions  of  the  Selec¬ 
tive  Training  and  Service  Act  of  1940,  as 
amended;  to  th^Committee  on  Military 
Affairs. 

By  Mr.  PRICE  hf  Illinois: 

H.  R.  3959.  A  bill  to  provide  for  the  burial 
in  the  Memorial  Amphitheater  of  the  Na¬ 
tional  Cemetery  at  Arlirftoton,  Va.,  of  the 
remains  of  an  unknown  AmeUcan  soldier  who 
lost  his  life  while  serving  ^erseas  in  the 
armed  forces  of  the  United  Stales  during  the 
Second  World  War;  to  the  Committee  on 
Military.  Affairs. 

By  Mr.  RANKIN: 

H.  R.  3960.  A  bill  to  adopt  generally  Sep¬ 
tember  16,  1940,  date  of  enactment  d|  the 
Selective  Training  and  Service  Act  of  1©40, 
as  the  beginning  date  of  World  War  liter 
the  purposes  of  all  benefits  under  laws 
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Administered  by  the  Veterans’  Administra¬ 
tion;  to  the  Committee  on  World  War  Vet- 
erans’  Legislation. 

By  Mr.  RANKIN  (by  request) : 

H.  R.  3061.  A  bill  to  amend  the  Social  Secu¬ 
rity  Act,  A  amended,  to  provide  for  the  pay¬ 
ment  of  monthly  insurance  benefits  to 
widows  of  individuals  who  died  before  Jan¬ 
uary  1,  1940;  totoe  Committee  on  Ways  and 
Means.  A. 

By  Mr.  REES  of  Kansas: 

H.  R.  3962.  A  bill  to  establish  a  Division  of 
Printing  Control  in  th#  Office  of  the  Bureau 
of  the  Budget,  and  for  other  purposes;  to  the 
Committee  on  Printing. 

By  Mr.  SCHWABE  of  Oklahoma: 

H.  R.  3963.  A  bill  to  make  the  provisions  of 
the  Internal  Revenue  Code  granting  percent¬ 
age  depletion  with  respect  to  fluorspar  perma¬ 
nent;  to  the  Committee  on  Ways  and  Means. 

H.  R.  3964.  A  bill  to  amend  Public  Law  403, 
Seventy-seventh  Congress;  to  the  Committee 
on  Interstate  and  Foreign  Commerce. 

By  Mr.  VOORHIS  of  California: 

H.  R.  3965.  A  bill  to  amend  the  National 
Housing  Act  and  for  other  purposes;  to  the 
Committee  on  Banking  and  Currency. 

By  Mr.  RANDOLPH: 

H.  J.  Res.  233.  Joint  resolution  for  acquisi¬ 
tion  of  British  islands  in  the  Caribbean  and 
British  Honduras;  to  the  Committee  on  For¬ 
eign  Affairs. 

H.  R.  Res.  234.  Joint  resolution  for  the  ac¬ 
quisition  of  French  islands  in  the  Caribbean 
and  the  North  Atlantic  Ocean;  to  the  Com¬ 
mittee  on  Foreign  Affairs. 

By  Mr.  PRICE  of  Illinois: 

H.  J.  Res.  235.  Joint  resolution  to  provide 
for  termination  of  the  act  of  January  20, 
1942,  providing  for  daylight-saving  time;  to 
the  Committee  on  Interstate  and  Foreign 
Commerce. 

By  Mr.  ANGELL: 

H.  Con.  Res.  78.  Concurrent  resolution  to 
repeal  Public  Law  403,  and  reinstate  stand¬ 
ard  time  provided  in  the  act  entitled  “An 
act  to  save  daylight  and  to  provide  standard 
time  for  the  United  States 


By  the  SPEAKER:  Memorial  of  the  Na¬ 
tional  Constituent  Assembly  of  El  Salvador, 
expressing  its  joy  over  the  victory,  and  hopes 
for  the  establishment  of  a  lasting  peace;  to 
the  Committee  on  Foreign  Affairs. 

Also,  memorial  of  the  House  of  Representa¬ 
tives  of  Colombia,  sending  greetings  on  the 
occasion  of  a  new  anniversary  of  the  glorious 
independence  of  the  United  States  of  Ameri¬ 
ca;  to  the  Committee  on  Foreign  Affairs. 

Also,  memorial  of  the  House  of  Deputies  of 
Peru,  memorializing  the  President  and  the 
Congress  of  the  United  States  with  regard  to 
the  Government  of  Spain;  to  the  Committee 
on  Foreign  Affairs. 

Also,  memorial  of  the  Chamber  of  Depu¬ 
ties  of  Peru,  memorializing  the  President 
and  the  Congress  of  the  United  States  with 
regard  to  the  establishment  of  diplomatic 
and  commercial  relations  with  the  Union  of 
the  Soviet  Socialist  Republics;  to  the  Com¬ 
mittee  on  Foreign  Affairs. 

Also,  memorial  of  the  Grand  National  As¬ 
sembly  of  Turkey,  expressing  joy  over  the  un- 
V  conditional  surrender  of  Japan;  to  the  Corny 
Ibaittee  on  Foreign  Affairs.  / 

Also,  memorial  of  the  Congress  of  G^Sta 
Ricai.lexpressing  satisfaction  at  the  cessation 
of  hostilities;  to  the  Committee  on  foreign 
Affairs. 

PRIVATE"»BILLS  AND  RESOLUTIONS 

Under  clause.  1  of  rule  XXII,  private 
bills  and  resolutions  were  introduced  and 
severally  ref  erred*  a§  follows : 

By  Mr.  BUNI 

H.  R.  3966.  A  bilpauthffcdzing  the  Secretary 
of  the  Interior  &  convey  fewtain  lands  situ¬ 
ated  In  Clark/County,  Nev%to  the  Boulder 
City  Cemetery  Association  for%emetery  pur¬ 
poses;  to  Hire  Committee  on  the  Public  Lands. 
ByTMr.  CANNON  of  Florida1* 

H.  R,  3967.  A  bill  for  the  relief  of  ATHo  Wal¬ 
ter,  Eucy  Walter,  and  Teddy  Walter;  So  the 
Committee  on  Claims. 

/*H.  R.  3968.  A  bill  for  the  relief  of  the  estate 
approved  March  Jot  Charles  W.  Stewart;  to  the  Committee  of 
19,  1918,  as  amended;  to  the  Committee  oiy'  Claims. 

Interstate  and  Foreign  Commerce.  /  By  Mr.  FALLON: 

By  Mr TSCHWABE  of  Oklahoma:  ;  H.  R.  3969.  A  bill  for  the  relief  of  Robert 

H.  Con.  Res.  79.  Concurrent  resolutiojr'set-  E.  Barry;  to  the  Committee  on  Claims. 


ting  the  date  for  the  discontinuatioruof  day¬ 
light-saving  time;  to  the  Committee  on  In¬ 
terstate  and  Foreign  Commerce.  - 
By  Mr.  ALLEN  of  Illinois: 

H.  Res.  337.  Resolution  inviting  Lieutenant 
General  Wainwright  to  appe'ar  before  a  joint 
session  of  Congress;  to  the  Committee  on 
Rules. 

By  Mr.  VINSON: 

H.  Res.  338.  Resolution  providing  for  the 
consideration  of  H;  R.  1862,  a  bill  relating  to 
the  rank  of  chiefs  of  bureaus  in  the  Navy 
Department,  and  for  other  purposes;  to  the 
Committee  on  Rules. 


MEMORIALS 

Under  clause  3  of  rule  XXII,  memorials 
were  presented  and  referred  as  follows: 


By  Mr.  LANDIS: 

H.  R.  3970.  A  bill  for  the  relief  of  John 
Hames;  to  the  Committee  on  Claims. 

By  Mr.  THOMAS  of  New  Jersey: 

H.  R.  3971.  A  bill  for  the  relief  of  Charles 
A.  Clark;  to  the  Committee  on  Claims. 


PETITIONS,  ETC. 

Under  clause  1  of  rule  XXII,  petitions 
and  papers  were  laid  on  the  Clerk’s  desk 
and  referred  as  follows: 

1120.  By  Mr.  WELCH:  Resolution  No.  4858 
of  Board  of  Supervisors  of  the  City  and  Coun¬ 
ty  of  San  Francisco,  urging  retention  of  steel 
plants  on  the  Pacific  coast;  to  the  Committee 
on  Banking  and  Currency. 

1121.  By  the  SPEAKER:  Petition  of  the 
South  Dakota  Reclamation  Association,  peti¬ 


tioning  consideration  of  their  resolution  • 
reference  to  the  land  and  water  resource^ 
the  Missouri  River  Basin,  and  other  ] 
projects;  to  the  Committee  on  Rive 
Harbors.  Jr 

1122.  Also,  petition  of  the  American  Legion 

of  Kings  County,  Department  of  New  York, 
petitioning  consideration  of  tneir  resolution 
with  reference  to  the  reemployment  of  World 
War  II  veterans,  to  the  Committee  on  Mili¬ 
tary  Affairs.  J 

1123.  Also,  petition  bf  the  president,  cham¬ 
ber  of  commerce,  Houston,  Tex.,  petitioning 
consideration  of  their  resolution  with  refer¬ 
ence  to  urging  the  amendment  of  H.  R.  3603; 
to  the  Commit'tee  on  the  Merchant  Marine 
and  Fisheries. 

1124.  Also,  petition  of  the  board  of  super¬ 
visors,  Kern  County,  Calif.,  petitioning  con¬ 
sideration  of  their  resolution  with  reference 
to  continued  operations  of  steel  plants  on 
th« 4  Pacific  coast;  to  the  Committee  on  Bank¬ 
ing  and  Currency. 

1125.  Also,  petition  of  the  South  Central 
Jurisdictional  Council  of  the  Methodist 
Church,  Texarkana,  Tex.,  petitioning  consid¬ 
eration  of  their  resolution  with  reference  to 
their  protest  to  the  passage  during  the  war 
of  universal  compulsory  military  training  as 
a  peacetime  measure;  to  the  Committee  on 
Military  Affairs. 

1126.  Also,  petition  of  the  Tennessee  Busi¬ 
ness  Men’s  Association,  Inc.,  petitioning  con¬ 
sideration  of  their  resolution  with  reference 
to  taxation;  to  the  Committee  on  Ways  and 
Means. 

1127.  Also,  petition  of  the  Illinois  State  CIO 
Political  Action  Committee,  petitioning  con¬ 
sideration  of  their  resolution  with  reference 
to  their  endorsement  of  the  Wagner-Murray- 
Dingell  social  security  bill,  and  other  per¬ 
tinent  legislation;  to  the  Committee  on  Ways 
and  Means. 

1128.  Also,  petition  of  Mrs.  Blanche  Tucker, 
Burwell,  Nebr.  and  others,  petitioning  consid¬ 
eration  of  their  resolution  with  reference  to 
House  bills  2229  and  2230  and  Senate  bills 
690  and  809;  to  the  Committee  on  Ways  and 

-Means. 

"•1129.  Also,  petition  of  the  Peace  Campaign, 
Mount  Vernon,  N.  Y„  petitioning  considera¬ 
tion  their  resolution  with  reference  to  a 
Christian  peace  in  Europe;  to  the  Committee 
on  Foreign  Affairs'. 

1130.  AlsS  petition  of  Local  72,  United 

Automobile-AHicraft-Agricultural  Implement 
Workers  of  AmWa  (UAW-CIO) ,  petitioning 
consideration  of  Their  resolution  with  refer¬ 
ence  to  the  contribution  by  the  Federal  Gov¬ 
ernment  to  the  social\ecurity  fund  of  moneys 
equal  to  earnings  of  per  week  for  the 
period  of  all  enlistments\nductions  or  com¬ 
missions  in  the  armed  foroes  of  the  United 
States  in  time  of  war,  to  include  the  present 
conflict;  to  the  Committee  On  Ways  and 
Means.  ^ 

1131.  Also,  petition  of  the  boarctaf  water 
commissioners,  Denver,  Colo.,  petmoning 
consideration  of  their  resolution  with  Refer¬ 
ence  to  their  disapproval  of  House  bill  965; 
to  the  Committee  on  Rivers  and  Harbors?'1 


79th  Congress  )  HOUSE  OF  REPRESENTATIVES  f  Report 

1st  Session  J _  j  No  g42 


CONSIDERATION  OF  H.  R.  3660 


September  6,  1945— Referred  to  the  House  Calendar  and  ordered  to  be  printed 


Mr.  Sabath,  from  the  Committee  on  Rules,  submitted  the  following 

REPORT 

[To  accompany  H.  Res.  339] 

The  Committee  on  Rules,  having  had  under  consideration  House 
Resolution  339,  reports  the  same  to  the  House  with  the  recommenda¬ 
tion  that  the  resolution  do  pass. 
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79th  CONGRESS 
1st  Sessiox 


House  Calendar  No.  204 

H.  RES.  339 

[Report  No.  942] 


IN  THE  HOUSE  OF  REPRESENTATIVES 


September  6, 1945 

Mr.  Sabath,  from  the  Committee  on  Rules,  reported  the  following  resolution; 
which  was  referred  to  the  House  Calendar  and  ordered  to  be  printed 


RESOLUTION 

1  Resolved,  That  immediately  upon  the  adoption  of  this 

2  resolution  it  shall  be  in  order  to  move  that  the  House  resolve 

3  itself  into  the  Committee  of  the  Whole  House  on  the  State 

4  of  the  Union  for  the  consideration  of  the  bill  (H.  R.  3660) 

5  to  provide  for  financial  control  of  Government  corporations; 
G  that  after  general  debate,  which  shall  be  confined  to  the 

7  bill  and  shall  continue  not  to  exceed  four  hours,  to  be  equally 

8  divided  and  controlled  by  the  chairman  and  the  ranking 

9  minority  member  of  the  Committee  on  Expenditures  in 

10  the  Executive  Departments,  the  bill  shall  be  read  for 

11  amendment  under  the  five-minute  rule.  At  the  conclusion 

12  of  the  reading  of  the  bill  for  amendment  the  Committee  shall 


2 


1  rise  and  report  the  same  back  to  the  House  with  such 

2  amendments  as  shall  have  been  adopted  and  the  previous 

3  question  shall  be  considered  as  ordered  on  the  bill  and 

4  amendments  thereto  to  final  passage  without  intervening 

5  motion  except  one  motion  to  recommit. 


w 

<T> 


0> 

•“S 

CD 

P- 


D4 

a> 


W  in 
o  w 
p  v 

ui  H 

a>  w 


O  w 

P  w 


CD  CD 

Pi  P 
Pi 
P 


G> 


P 

P 

Pj 


CD 

4^ 

Cl 


O 

H 

P- 

CD 


CD 

Pi 


£ 


W 

*<i 


w 

> 

V 

> 

w 


i-s 

O 


O  * 

2  cr  & 


® 

i-J 

d 


:  d 
crq 


d  o 
® 

5.  ^ 


H» 

O 

i-S 


O 


tr 

® 


o 
< 

&  § 
w  § 
H,  £. 
2 

^  ® 
i-s 

t=h  P 


so  O 
d  d 

o 

o 

^  H, 


PI 

c/j 

0 

r 

c 

H 


W 


0 

z 


P  03 
^  03 
O  ^ 

2.  o 


50 

re 

>n 

o 


Z 

o 


CO 

p. 

to 


OQ  f 

£  Q 
o  W 
Z  H 

02 

02 


90 

m 

C/3 


CO 

CO 

CD 


DC 

o 

e 

w 

re 


O 

so 


re 

s 

a- 


N9 


< 


NOMINATIONS,  Received  the  nominations  of  Harringtnn  Wimberly  and  Richard  Sachs e 
to  he  members  of  the  Federal  Pawer  Commission  (p.  86S3).  / 

X  Territories  and  Insular  affairs  Committee  reported  favorably  the  nominations 
'  \of  Paul  V.  McNutt  to  be  U. S.  High  Commissioner  of  the  Philippines  and  Dphald  D. 
Pkssell  and  William  Benton  to  be  Assistant  Secretaries  of  State  (p,  86SJv. 

8.  P-NHSCtoPL, .  Agreed  to  Sen.  Downey's  (Calif»)  unanimous  consent  requestpto  report 
during recess  several  bills  approved  by  the  Civil  Service  Committee/*  (p.S6S3). 

9»  P EES QNUFl^L PQ S T—'NaR  INVESTIGATION.  Civil  Service  Committee  reported  with  amend¬ 
ment  S.  R<4b.  172,  to  investigate  certain  economic  questions  inVthc  Pacific  Coast 
and  Pocky  Mountain  States  resulting  from  the  termination  of  t/e  war,  including 
population  shifts  resulting  from  separation  from,  industrial/nd  government  em- 
ploymai  t  and,  a^spostion  of  surplus  property  (in  8662).  / 

10.  AIR  T^aNSPOMTiTION^  Inters  tat  e_  Commerce  Committee  submitted  a  report  pursuant  to 

S.  Con.  Res.  25,  favoring  an  extension  of  the  air- transportation  ..system  to  small 
cities  and  towns  (S^tept.  558)  (p.  8662)  ,  / 

11.  AIRPORT  BILL.  Passed  wi  amendment  S.2,  to  provider  for  Federal  aid  for  the  con¬ 

struction,  etc.  ,  of  public  airports  (pp.  8664-8M. 

12.  aDJOURNED  until  Fri.  ,  Sept.  (p.  86S3).  / 
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people,  I  do  not  believe  it  aided  agricul¬ 
ture  or  industry  or  our  service  activities 
or  our  professions,  and  I  am  therefore 
glace to  get  rid  of  this  law.  The  problems 
of  peatee  are  generally  as  great  as  those  of 
war.  We  well  know  war  comes  out  of  bad 
conditions  in  peacetime.  If  such  a  law 
was  a  great  aid  to  war  production,  could 
we  not  effectively  argue  it  would  assist 
peacetime  production? 

Mr.  HOLMES  of  Massachusetts.  Mr. 
Speaker,  I  yield  such  time  as  he  may  de¬ 
sire  to  the  gentleman  from  Iowa  [Mr. 
Cunningham]. 

Mr.  CUNNINGHAM.  Mr.  Speaker, 

I  am  heartily  in  favor  of  this  bill.  It  will 
be  welcome  news  to  the  farmers  and  peo¬ 
ple  of  Iowa.  Daylight  saving  has  worked 
a  hardship  on  the  Iowa  farmer  but  they 
were  willing  to  put  up  with  it  as  long  as 
it  was  necessary  for  the  war  effort.  Now 
that  it  is  no  longer  necessary  for  the 
war  effort  it  will  be  a  great  relief  to  the 
people  of  Iowa  to  get  back  to  standard 
time.  I  congratulate  the  committee  for 
reporting  the  bill  at  this  time  and  hope 
it  passes  the  House  quickly  and  unani¬ 
mously. 

(Mr.  CUNNINGHAM  asked  and  was 
given  permission  to  revise  and  extend 
his  remarks.) 

Mr.  HOLMES  of  Massachusetts.  Mr. 
Speaker,  I  yield  such  time  as  he  may 
desire  to  the  gentleman  from  Iowa  [Mr. 
TalleL 

STANDARD  TIME  SHOULD  BE  RESTORED 

Mr.  TALLE.  Mr.  Speaker,  I  commend 
the  Committee  on  Interstate  and  For¬ 
eign  Commerce  for  bringing  the  pending 
measure  before  the  House  for  action  so 
soon  after  the  reconvening  of  the  Con¬ 
gress. 

The  enactment  of  this  bill  will  accom¬ 
plish  the  purpose  of  the  concurrent  reso¬ 
lution  which  I  introduced  the  day  the 
Congress  resumed  work  following  the 
summer  recess. 

It  is  the  general  opinion  of  the  people 
in  my  district  that  there  can  be  no  good 
argument  advanced  in  support  of  the 
continuation  of  so-called  daylight- 
saving  time,  now  that  the  war  has  been 
ended.  In  1942  the  hands  of  the  clock 
were  moved  forward  1  hour  in  the  name 
of  wartime  emergency.  It  would  be,, 
pointless  at  this  time  to  debate  whether 
that  move  was  necessary  or  construc¬ 
tive.  The  important  thing  is  the  /act 
that  the  emergency  is  ended  and  the 
clock  should  be  reset  and  standard  time 
reestablished.  / 

Some  people  may  not  understand  why 
moving  the  hands  of  the  cldck  forward 
1  hour  causes  any  hardship  to  anybody 
or  makes  any  differenceAn  the  length 
of  anybody’s  effective /’workday.  But 
most  people  do,  and  me  farmer  surely 
knows  the  diff erence'  and  the  hardship. 
For  instance,  he  carfnot  go  into  his  fields 
to  harvest  crops  before  the  dew  has  been 
cleared  away.  Tire  sun  alone  can  do  that 
job,  and  the  rising  and  the  setting  of  the 
sun  cannot  be  changed  by  law,  by  Presi¬ 
dential  ordeit  or  otherwise.  For  reasons 
well  known  to  the  farmer,  he  can  carry 
oh  his  business  most  effectively  when 
our  Nation’s  economy  is  geared  to  stand¬ 
ard  time. 

Most  people  will  welcome  the  return  to 
standard  time.  The  farmer  surely  will. 
He  carried  a  heavy  burden  during  the 


war  years,  and  he  is  still  carrying  that 
toilsome  burden.  Certainly,  the  Con¬ 
gress  cannot  do  less  than  to  approve  a 
bill  which  will  restore  standard  time  and 
by  that  act  cooperate  with  him  in  his 
program  of  food  production  which  is  so 
essential  to  the  welfare  of  the  Nation. 

Mr.  Speaker,  I  earnestly  hope  that 
this  bill  may  become  law  without  delay. 
Not  a  single  vote  should  be  registered 
against  it. 

(Mr.  TALLE  asked  and  was  given 
permission  to  revise  and  extend  his 
remarks.) 

Mr.  BOREN.  Mr.  Speaker,  I  yield 
such  time  as  he  may  desire  to  the  gentle¬ 
man  from  Louisiana  [Mr.  Brooks!. 

Mr.  BROOKS.  Mr.  Speaker,  may  I 
say  that  I  introduced  one  of  the  bills  on 
this  subject  and  I  am  very  happy  to  see 
it  acted  upon  so  promptly  by  the  House 
of  Representatives.  I  hope  that  it  will 
be  acted  upon  just  as  promptly  by  the 
Senate  as  it  will  be  by  the  House  of  Rep¬ 
resentatives  within  the  next  few  minutes. 

Daylight-saving  time  is  a  product  of 
the  war.  The  emergency  for  war  saving 
time  is  now  over  and  the  people  of  the 
United  States  want  to  see  the  law  re¬ 
pealed  at  once.  With  many  groups/of 
people  in  my  section  of  the  United  States, 
war  saving  time  was  a  serious  inconven¬ 
ience.  With  many  other  groups  of  people 
it  was  a' '.positive  hardship.  Under  the 
operation  of  this  unnatural  time  sched¬ 
ule,  our  people  have  grown,.  weary,  and 
they  want  to  return  to  the  time  which  the 
Almighty  in  His  wisdom  established  for 
mankind.  The  farmer  has  been  com¬ 
pelled  to  arise  uselessly  early  under  the 
operation  of  the  war  saving  time.  The 
dairyman  has  burnedythe  light  and  fuel 
necessary  for  the  predaylight  hours.  In 
the  depth  of  winter,  the  business  man 
and  woman,  and  even  the  housewife,  has 
been  compelled  to  arise  before  daybreak, 
using  fuel  and  electricity  to-  begin  the 
daily  work.  . 

In  the  minds  of  our  peoples  peace 
means  a  return  to  normalcy.  Appeal 
of  the  war  saving  time  act  is  another 
stage  along  the  road  that  leads  a^ty 
from  war  and  back  to  the  land  of  peachy 

(Mr.  BROOKS  asked  and  was  giveiN 
permission  to  revise  and  extend  his  re¬ 
marks  in  the  Record.) 

Mr.  HOLMES  of  Massachusetts.  Mr. 
Speaker,  I  yield  such  time  as  he  may  de¬ 
sire  to  the  gentleman  from  Ohio  [Mr. 
Brehm], 

Mr.  BREHM.  Mr.  Speaker,  the  first 
speech  I  made  on  the  floor  of  the  House 
was  on  the  subject  of  daylight-saving 
time. 

(Mr.  BREHM  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  remarks 
in  the  Record.) 

Mr.  COLE  of  Missouri.  Mr.  Speaker, 
there  is  little  that  I  can  add  to  that  which 
has  already  been  said  in  support  of  this 
important  legislation.  However,  I  want 
to  thank  the  Committee  on  Interstate 
and  Foreign  Commerce  for  bringing  this 
bill  up  for  consideration.  I  also  want  to 
thank  the  subcommittee  of  this  com¬ 
mittee,  headed  by  my  able  colleague  the 
gentleman  from  Oklahoma,  Lyle  Boren, 
for  the  courtesies  shown  me  when  I  ap¬ 
peared  before  this  subcommittee  in  sup¬ 
port  of  tills  legislation. 


It  is  indeed  high  time  that  we  return  to 
standard  time.  Since  July  20,  1942,  our 
Nation  has  been  on  what  is  referred  to  as 
“war  time.”  This  arrangement  has  re¬ 
sulted  in  untold  inconveniences  and 
hardships  to  the  people  of  our  great 
country,  particularly  in  the  rural  sections 
thereof,  with  no  material  contribution  to 
the  war  effort. 

I  realized  the  folly  of  the  so-called  war 
time  soon  after  coming  to  Congress  in 
1943,  and,  on  January  26  of  that  year, 
I  introduced  a  concurrent  resolution  to 
repeal  Public  Law  403  of  the  Seventy- 
seventh  Congress  and  reinstate  standard 
time.  This  resolution  was  the  first  effort 
to  be  made  by  any  Member  toward  the 
repeal  of  the  so-called  war  time.  There¬ 
after,  my  legislation  received  the  support 
of  many  of  my  colleagues  on  both  sides  of 
the  aisle  and  several  other  resolutions 
and  bills  similar  to  mine  were  introduced 
during  the  Seventy-eighth  Congress. 
Later  a  hearing  was  granted  before  a 
subcommittee  of  the  Committee  on  In¬ 
terstate  and  Foreign  Commerce.  How¬ 
ever,  we  who  supported  this  legislation 
did  not  meet  with  success  during  the 
Seventy-eighth  Congress.  Therefore, 
when  the  Seventy-ninth  Congress  con¬ 
vened,  I  reintroduced  my  resolution. 
Many  other  similar  resolutions  were  also 
introduced,  and  the  people  again  let  it 
be  known  through  correspondence  with 
their  Representatives  and  through  the 
medium  of  the  press  that  they  favored 
a  return  to  standard  time  at  the  earliest 
possible  date. 

I  was  indeed  pleased  when  our  Presi¬ 
dent  announced  shortly  after  VJ-day 
that  he,  too,  favored  this  legislation.  I 
known  of  no  serious  opposition  to  this 
bill  and  hope  that  none  will  develop  as 
it  is  of  the  utmost  importance  to  our 
people  and  our  Nation  that  we  now  re¬ 
turn  to  standard  time.  Therefore,  I  sin¬ 
cerely  hope  that  this  bill  will  be  speedily 
passed  by  both  the  House  and  Senate  in 
order  that  it  may  become  law  in  time  to 
set  our  clocks  back  on  September  30, 
1945,  as  provided  in  the  bill. 

Mr.  BOREN.  Mr.  Speaker,  may  I  say 
that  a  good  many  Members  of  the  House 
have  taken  a  keen  interest  in  this  sub¬ 
ject.  The  gentleman  from  North  Caro¬ 
lina  [Mr.  Bulwinkle],  the  gentleman 
frbm  Arkansas  [Mr.  Harris],  on  the  ma¬ 
jority  side,  and  the  gentleman  from 
Illinois  [Mr.  Howell]  and  the  gentleman 
from  Minnesota  [Mr.  O’Hara],  on  the 
minority*,  side  have  all  presented  bills. 
The  gentleman  from  Georgia  [Mr. 
Brown]  hakbeen  one  of  the  leading  ad¬ 
vocates  of  repeal  of  this  measure.  There 
have  been  quite^a  number  of  other  Mem¬ 
bers  of  the  Houke,  all  of  whom  we  have 
tried  to  list  in  thekeport  in  order  to  note 
their  interest  and  action  on  this  subject. 
They  have  been  interested  in  the  matter 
and  have  taken  an  ax/ive  part  in  the 
work  that  we  are  consummating  today. 

Mr.  Speaker,  I  want  tk  say  just  one 
word  about  the  pending  Nsill  and  the 
measure  it  is  intended  to  repeal.  There 
was  a  time  when  this  Nation  was  in  dire 
circumstances  in  attempting  t'b  gather 
together  all  of  the  possible  forces  pf  pro¬ 
duction.  Evidence  was  presentecr\to  a 
great  committee  of  this  House  that  there 
would  be  saving  of  power  and  that  there 
would  be  a  great  addition  to  the  produc- 
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tive  power  of  this  country  if  what  we 
called  daylight-saving  time  were  enacted.. 
If  has  been  clearly  shown  to  the  com¬ 
mittee  that  there  has  been  a  saving  in 
electrical  energy  which  was  critically 
short  in  the  great  productive  enterprises 
of  this  country  during  the  war. 

The  following  letter  to  Chairman  Lea 
from  Donald  Nelson  when  we  were  Con¬ 
sidering  this  subject  in  1944  clearly  set 
forth5, the  values  the  temporary  measure 
gave  to  the  war  effort.  I  quote: 

War  Production  Board, 
Washington,  D.  C.,  May  3,  1944. 
Hon.  Clarence  P.  Lea, 

Chairman,  Committee  on  Interstate 
and  Foreign  Commerce,  House  of  Rep¬ 
resentatives,  Washington,  D.  C. 

Dear  Mr.  Chairman:  Your  letter  of  April 
7  requests  my  views  on  H.  R.  4489,  a  bill  to 
restore  standard  time. 

The  War  Production  Board  Is  strongly  op¬ 
posed  to  the  abandonment  of  war  time  at 
this  stage  of  the  war.  This  year,  our  utility 
systems  will  be  called  upon  to  supply  16,000,- 
000  kilowatts  of  electric  power  for  war  pro¬ 
duction  and  facilities;  they  must  also  supply 
22,000,000  kilowatts  for  other  uses.  The 
total  load  is  the  highest  in  history.  Repeal 
of  war  time  would  immediately  add  to  these 
unprecedented  loads  another  1,500,000  kilo¬ 
watts  and  would  require  an  extra  million 
tons  of  coal  annually.  These  figures  are  not 
the  production  of  guesswork.  They  repre¬ 
sent  the  savings  actually  effected  by  war 
time  last  year.  Now,  when  the  resources  of 
the  Nation  are  being  strained  to  the  limit 
to  support  our  most  critical  military  ef¬ 
fort,  the  loss  of  these  savings  would  be 
serious.  Some  idea  of  the  importance  of  the 
power  savings  can  be  gathered  from  the  fact 
that  1,500,000  kilowatts  is  enough  to  sup-  ~ 
ply  the  greater  part  of  our  aluminum  load 
and  more  than  enough  for  all  our  shipbuild¬ 
ing.  •' f 

The  problem  that  confronts  us  in  main- } 
taining  adequate  electric  supply  is  to  provide  i 
enough  electric  generating,  transmission,  and  ! 
distribution  facilities  to  meet  the  peak  power  ; 
requirements.  Without  war  time,  a  sharp  • 
peak  occurs  on  most  utility  systems  toward  . 
the  end  of  the  day  as  the  lights  are  turned 
on  in  commercial  establishments,  in  homes  ; 
and  on  the  streets.  With  war  time,  this  j 
extra  load  is  postponed  until  later  in  the  ! 
evening,  after  the  industrial  load  begins  to  [ 
slack  off;  the  additional  illuminating  load  j 
which  wartime  causes  in  the  darker  morn-  j 
ing  hours  occurs  before  most  industrial  ac-  j 
tivities  have  gotten  to  full  capacity. 

Thus,  war  time  reduces  the  evening  peak  j 
sharply,  the  reduction  is  not  -  offset  by  the  ! 
increase  in  the  morning,  and  the  net  effect  j 
is  to  give  a  lower  over-all  daily  peak.  This  ! 
means  that  we  can  supply  our  total  power  | 
requirements  with  substantially  less  electric  | 
facilities  than  would  be  necessary  without  j 
war  time.  It  also  means  that  we  save  fuel,  1 
first,  because  we  do  not  need  to  operate  our  j 
less -efficient  generating  stations  over  such  5 
long  periods  and,  second,  because  tjie  added  : 
morning  load,  due  to  war  time,  is', never  as 
great  as  the  saving  in  evening  load  Which  it 
effects,  It  should  be  emphasized  again  that 
these  results  of  war  time  are  not  based  upon 
theory  but  upon  actual  operating  experience 
during  1942  and  1943. 

Our  electric  utility  systems,  thanks  to  war  i 
time  and  the  other  measures  which  the  utili-  F 
ties  and  the  Government  are  carrying  out, 
will  be  able  to  assure  an  adequate  supply  of 
electric  power  for  all  necessary  purposes  for 
the  duration.  But,  if  another  1,500,000  kilo¬ 
watts  were  suddenly  superimposed  upon  ex¬ 
isting  requirements — the  consequence  of  re¬ 
pealing  war  time— we  would  be  threatened 
with  power  shortages  which  could  not  be 
met  except  by  curtailing  war  production  or 
'  rationing  power  for  civilian  use.  Nor  can  we 
carry  this  aditlonal  burden  by  increasing  the  1 


present  power-expansion  program.  We  could 
not  provide  the  material,  equipment,  and 
manpower  for  the  job  without  interfering 
with  important  military  needs.  In  any  case, 
even  if  the  resources  could  be  made  avail¬ 
able,  it  would  take  2  years  to  expand  our 
power  systems  sufficiently  so  that  they  could 
safely  supply  the  necessary  war  loads  and 
the  increase  in  requirements  that  repeal  of 
war  time  would  bring  about. 

I  recommend  that  H.  R.  4489  should  not  be 
adopted  at  this  time.  I  recognize  the  incon- 
viences  which  war  time  causes  and  I  am 
anxious  that  the  country  should  be  relieved 
of  them  the  moment  the  course  of  the  war 
permits.  But  a  return  to  standard  time  now 
would  be  a  blow  to  the  war  effort  which  the 
country  cannot  afford. 

The  Bureau  of  the  Budget  has  advised  that 
it  has  no  objection  to  the  submission  of  this 
report. 

Sincerely, 

Donald  M.  Nelson. 

The  present  act  has,  no  doubt,  served 
a  good  purpose,  but  it  was  intended  to  be 
a  temporary  measure,  and  the  Demo¬ 
cratic  Party,  from  the  President  of  the 
United  States  and  the  Speaker  of  the 
House  on  down  the  line,  have  been 
prompt  in  seeing  to  it  that  immediately 
upon  cessation  of  hostilities  that  this 
temporary  measure  which  has  served  its 
wartime  purposes  is  repealed  and  the 
American  people  again  given  standard 
time. 

Mr.  Speaker,  I  move  the  previous 
question. 

The  previous  question  was  ordered. 

The  SPEAKER.  The  question  is  on  the 
engrossment  and  third  reading  of  the  bill. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  recon¬ 
sider..  was.laid  on  the  table. 

FINANCIAL  CONTROL  OF  GOVERNMENT 
CORPORATIONS 

Mr.  SAEATH.  Mr.  Speaker,  I  call  up 
House  Resolution  339  and  ask  for  its  im¬ 
mediate  consideration. 

The  Clerk  read  as  follows: 

Resolved,  That  immediately  upon  the  adop¬ 
tion  of  this  resolution  it  shall  be  in  order  to 
move  that  the  House  resolve  itself  into  the 
Committee  of  the  Whole  House  on  the  State 
of  the'  Union  for  the  consideration  of  the  bill 
(H.  R.  3660)  to  provide  for  financial  control 
of  Government  corporations;  that  after  gen¬ 
eral  debate,  which  shall  be  confined  to  the 
bill  and  shall  continue  not  to  exceed  4  hours, 
to  be  equally  divided  and  controlled  by  the 
chairman  and  the  ranking  minority  member 
of  the  Committee  on  Expenditures  in  the 
Executive  Departments,  the  bill  shall  be  read 
for  amendment  under  the  5-minute  rule.  At 
the  conclusion  of  the  reading  of  the  bill  for 
amendment  the  Committee  shall  rise  and 
report  the  same  back  to  the  House  with  such 
amendments  as  shall  have  been  adopted  and 
the  previous  question  shall  be  considered  as 
ordered  on  the  bill  and  amendments  thereto 
to  final  passage  without  intervening  motion 
except  one  motion  to  recommit. 

Mr.  SABATH.  Mr.  Speaker,  this  reso¬ 
lution  provides  for  an  open  rule  which 
makes  in  order  for  immediate  considera¬ 
tion  an  extremely  important  measure  of 
legislation,  namely,  H.  R.  3660,  providing 
for  the  financial  control  of  Government 
corporations.  It  provides  for  4  hours  of 
general  debate  after  which  it  will  be 
read  for  amendment  under  the  5 -minute 
rule.  Before  discussing  the  delay  for  this 
much  needed  legislation,  I  want  to  com¬ 
pliment  the  Committee  on  Expenditures 
in  the  executive  departments,  especially 


the  chairman  of  the  committee,  the  gen¬ 
tleman  from  Alabama  [Mr.  Manasco], 
and  the  gentleman  from  Mississippi  [Mr. 
Whittington],  for  the  efficient  manner 
in  which  they  presented  the  request  for 
the  rule.  During  my  many  years  of  serv¬ 
ice  as  a  member  of  the  Committee  on 
Rules  and  presently  serving  as  its  chair¬ 
man,  I  have  never  listened  to  any  chair¬ 
man  or  a  member  of  a  committee  urge 
or  present  an  application  for  a  rule  on  a 
bill  with  such  convincing  clarity  and 
understanding  intelligence  of  a  subject 
matter  as  was  expressed  by  these  Mem¬ 
bers  of  the  House. 

Mr.  Speaker,  this  bill,  as  reported  by 
the  committee,  proposes  to  bring  the 
Government  financial  corporations,  of 
which  there  are  101,  within  the  control 
and  scrutiny  of  the  Congress  under  the 
supervision  of  its  regular  fiscal  agencies. 
I  have  prepared  a  resume  of  what  the 
bill  actually  aims  to  accomplish,  but,  ap¬ 
preciating  the  knowledge  and  authority 
of  the  chairman  of  the  committee  the 
gentleman  from  Alabama  [Mr.  Manasco], 
and  of  the  gentleman  from  Mississippi 
[Mr.  Whittington]  on  the  subject  mat¬ 
ter  of  the  bill,  I  shall  refrain  from  at¬ 
tempting  to  explain  its  provisions  and 
shall  not  detain  the  House.  These  gen¬ 
tlemen  have  given  the  bill  many  months 
of  hard  study  and  due  credit  must  be 
given  them  in  drafting  the  provisions  of 
the  bill. 

Mr.  Speaker,  before  taking  the  floor,  I 
prepared  a  resume  of  what  the  bill  aims 
to  do,  but,  on  second  thought,  I  shall 
leave  to  the  able  gentlemen  whom  I  have 
mentioned,  together  with  other  able 
members  of  the  committee,  the  oppor¬ 
tunity  of  giving  a  detailed  explanation 
and  the  effect  of  the  provisions  of  the 
bill  when  enacted  into  law. 

I  shall  not  take  up  the  time  of  the 
House,  with  the  exception  of  saying  that 
this  is  a  unanimous  report  from  the 
Committee  on  Expenditures  in  the  Exec¬ 
utive  Departments.  It  is  endorsed  by  the 
President  and  every  member  of  the  Cab¬ 
inet  and  was  urged  by  the  late  President, 
Franklin  D.  Roosevelt. 

Mr.  Speaker,  it  is  for  the  first  time  in 
years  that  I  have  observed  the  United 
States  Chamber  of  Commerce  has  en¬ 
dorsed  legislation  recommended  by  the 
Democratic  administration.  Their  ac¬ 
tion  made  me  give  diligent  study  to  the 
bill.  But  even  they  are  entitled  to  be 
right  once  in  a  great  while,  and  in  this 
instance  I  think  they  have  come  to  the 
conclusion  that  it  would  be  unwise  on 
their  part  to  oppose  to  bill,  it  being  a 
meritorious  »and  long-delayed  piece  of 
legislation.  Undoubtedly,  they  came  to 
the  conclusion  that  it  was  legislation  in 
the  right  direction  and  approved  its 
passage. 

The  bill,  as  I  have  stated,  applies  to 
about  101  governmental  corporations 
with  assets  of  about  $29,000,000,000,  with 
liabilities  of  $28,000,000,000,  and  a  cap¬ 
italization  of  less  than  one  and  a  half 
billion  dollars.  To  save  the  time  of  the 
House,  I  ask  unanimous  consent  that  a 
resume  on  the  bill  which  I  have  prepared 
be  included  as  a  part  of  my  remarks. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Illi¬ 
nois? 

There  was  no  objection.  * 
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Mr.  SABATH.  Mr.  Speaker,  in  con¬ 
clusion,  I  want  to  again  compliment  the 
committee  upon  its  splendid  work,  study, 
and  preparation  of  the  bill  which  they 
have  unanimously  reported  for  the  con¬ 
sideration  of  the  House.  Here  I  insert 
my  resume  in  explanation  of  the  provi¬ 
sions  of  the  bill  which  I  feel  will  to  some 
degree  give  its  effect  when  enacted  into 
law. 

RESUME  IN  EXPLANATION  OF  THE  PROVISIONS  OF 
H.  R.  3660 

During  the  last  25  years  Government 
corporations  have  assumed  a  role  of  in¬ 
creasing  importance  in  the  financial 
structure  of  the  Government.  However, 
during  that  time  there  has  been  de¬ 
veloped  no  over-all  financial  coordina¬ 
tion  and  control  of  such  corporate  ac¬ 
tivities  comparable  to  those  provided  by 
the  Eudget  and  Accounting  Act  of  1921 
for  the  regulation  of  Government  de¬ 
partments  and  establishments.  That 
act,  designed  to  provide  a  budget  system 
and  an  independent  audit  for  Govern¬ 
ment  expenditures,  was  enacted  at  a  time 
when  Government  corporations  did  not 
form  an  important  part  of  the  total 
governmental  financial  picture.  Aside 
from  the  Panama  Railroad  Company  and 
the  Federal  land  banks,  the  Government 
corporations  then  in  existence  were 
wartime  corporations  even  then  in  vari¬ 
ous  states  of  liquidation.  With  the  ex¬ 
ception  of  the  Federal  intermediate 
credit  banks  and  the  Inland  Waterways 
Corporation,  this  situation  continued 
practically  unchanged  until  the  creation 
of  Reconstruction  Finance  Corporation 
in  1932.  The  establishment  of  this 
corporation  marked  the  advance  of  Gov¬ 
ernment  into  new  fields  of  economic  ac¬ 
tivity,  a  trend  which  has  continued  until 
today  there  are  101  separate  corpora¬ 
tions  engaged  in  various  fields  of  produc¬ 
tion,  transportation,  generation  of 
power,  loans,  housing,  insurance,  and 
other  lines  of  business. 

The  magnitude  of  the  operations  of 
Government  corporations  is  evident 
from  an  analysis  of  their  combined  bal¬ 
ance  sheets  as  of  March  31,  1945.  As 
of  that  date  gross  assets  of  these  corpo¬ 
rations  amounted  to  $29,600,000,000, 
gross  liabilities  totaled  $28,400,000,000, 
and  net  worth  amounted  to  $1,200,000,- 
000.  Of  the  total  gross  assets,  the  major 
items  after  taking  out  reserves  for  valu¬ 
ation  and  estimated  losses,  consisted  of 
$13,300,000,000  in  loans  receivable;  $7,- 
800,000,000  in  l£nd,  structures,  and 
equipment;  $2,900,000,000  in  commodi¬ 
ties,  supplies,  and  materials,  $2,100,000,- 
000  in  investments;  and  $1,600,000,000 
in  other  receivables.  Of  the  total  gross 
liabilities,  $22,000,000,000  were  in  bonds, 
notes,  and  debentures  issued  by  the  cor¬ 
porations,  of  which  $11,600,000,000  were 
held  by  the  Treasury,  $8,100,000,000  were 
held  by  Government  corporations,  and 
$2,300,000,000  were  held  by  the  public. 
It  is  also  significant  to  note  that  during 
the  9  months  ended  March  31,  1945,  the 
financing,  investment,  and  lending  oper¬ 
ations  reported  by  the  corporations  re¬ 
flect,  on  a  combined  basis,  borrowings  of 
$7,900,  000,000  and  repayment  of  borrow¬ 
ings  of  $7,500,000,000;  investments  of 
corporate  funds  of  $600,000,000  and  re¬ 
payment  of  investments  of  corporation 


funds  of  $800,000,000;  and  loans  made  of 
$6,600,000,000  and  repayments  of  loans  of 
$6,800,000,000. 

In  the  past  decade  there  has  been  in¬ 
creasing  awareness  in  the  legislative  and 
the  executive  branches  that  the  financial 
program  of  the  Government  cannot  be 
effectively  coordinated  without  some 
control  over  Government  corporations. 
At  the  same  time,  it  has  been  recognized 
that  Government  corporations  were  cre¬ 
ated  to  conduct  their  activities  with  a 
freedom  thought  to  be  inconsistent  with 
the  types  of  financial  control  applicable 
to  the  regular  Government  departments 
and  agencies.  While  various  steps  have 
been  taken  from  time  to  time  by  the 
President  and  the  Congress  to  bring  Gov¬ 
ernment  corporations  under  some  meas¬ 
ure  of  financial  control,  the  type  and  de¬ 
gree  of  control  effected  has  varied  widely 
among  the  corporations,  often  without 
regard  to  the  real  needs  of  the  situation 
or  the  relation  of  the  corporation  to  the 
general  financial  program  of  the  Gov¬ 
ernment. 

The  purposes  of  this  bill  are  strongly 
endorsed  by  the  Comptroller  General  of 
the  United  States  and  the  Secretary  of 
the  Treasury. 

The  power  of  the  purse  is  one  of  the 
most  important  powers  reserved  to  the 
Congress  in  the  Constitution.  In  the 
case  of  many  Government  corporations 
the  Congress  has  not  adequately  exer¬ 
cised  its  power  to  control  public  expendi¬ 
tures.  This  bill  is  designated  to  bring 
Government  corporations  and  their 
transactions  and  operations  under  an¬ 
nual  scrutiny  by  the  Congress  and  pro¬ 
vide  current  financial  control  thereof 
through  the  regular  fiscal  agencies  of  the 
Government. 

It  is  recognized  that  there  are  certain 
activities  of  Government  that  can  be 
more  effectively  administered  through 
the  corporate  device  than  by  a  regular 
agency.  Therefore  the  development  of 
financial  control  must  necessarily  take 
into  account  certain  peculiarities  of  the 
corporate  device,  since  to  do  otherwise 
might  impair  the  ability  of  the  corpora¬ 
tions  to  carry  out  their  statutory  respon¬ 
sibilities.  However,  care  is  taken  in  the 
bill  to  the  end  that  the  application  of 
any  financial  control  by  the  Congress  or 
the  executive  branch  of  the  Government 
will  not  hamper  the  corporations  in  the 
execution  of  their  authorized  program. 
The  bill  is  designed  to  coordinate  the 
financial  operations  of  the  corporations 
with  those  of  the  Government  in  general. 
Due  to  their  magnitude,  the  financial 
transactions  of  Government  corporations 
have  a  distinct  bearing  upon  the  general 
financial  condition  and  fiscal  policies  of 
the  Government.  Properly  administered, 
the  requirements  of  this  bill  should  facil¬ 
itate  the  operations  of  the  corporations 
by  giving  them  a  periodic  opportunity  to 
appear  before  the  Congress  and  justify 
their  programs.  This  bill  provides  for  an 
annual  congressional  scrutiny  of  the  en¬ 
tire  operations  of  all  wholly  owned  Gov¬ 
ernment  corporations  and  a  review  of 
their  programs  for  the  ensuing  fiscal  year. 

The  bill  distinguished  between  wholly- 
owned  Government  corporations,  in 
which  the  Government  holds  all  the 
*tock  or  other  capital  interests,  and 


mixed-ownership  Government  corpora¬ 
tions,  in  which  the  Government  has  only 
a  partial  interest.  As  to  wholly-owned 
corporations,  it  provides  a  business-type 
budget  to  be  incorporated  as  a  part  of 
the  annual  Budget  of  the  Federal  Gov¬ 
ernment.  As  to  both  classes  of  corpora¬ 
tions,  it  provides  for  an  annual  com¬ 
mercial-type  audit  by  the  General  Ac¬ 
counting  Office  and  a  report  thereof  to 
the  Congress.  With  certain  exceptions, 
the  bill  also  provides  for  an  over-all 
Treasury  control  of  the  depositaries, 
financing,  and  Government  security 
transactions  of  all  Government  corpora¬ 
tions. 

Attention  is  called  to  the  fact  that 
there  are  still  in  existence  certain  cor¬ 
porations  established  during  World  War 
I  which  should  have  been  completely 
liquidated  j'ears  ago.  This  situation 
should  be  corrected  under  the  provisions 
of  this  bill,  since  the  annual  scrutiny  of 
each  corporation’s  operations  should 
permit  the  Congress  to  take  whatever 
steps  are  required  to  assure  liquidation 
of  the  corporation  when  it  is  no  longer  re¬ 
quired  for  the  purpose  for  which  it  was 
originally  established.  The  bill  comes 
from  the  Committee  on  Expenditures  in 
the  Executive  Departments  with  unani¬ 
mous  approval. 

(Mr.  SABATH  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.  ) 

Mr.  SABATH.  Mr.  Speaker,  I  yield 
30  minutes  to  my  congenial,  well-in¬ 
formed  friend,  the  gentleman  from 
Michigan,  [Mr.  MichenerL 

Mr.  MICHENER.  Mr.  Speaker,  after 
the  explanation  of  the  bill  by  our  dis¬ 
tinguished  chairman,  and  in  view  of  the 
technicalities  inherent  in  the  bill,  I  am 
not  going  to  attempt  to  enter  into  a  dis¬ 
cussion  of  the  provisions  of  the  bill, 
other  than  to  say  that  I  know  of  no 
Member  of  the  House  who  is  opposed 
to  it.  The  committee  reporting  the  bill 
has  demonstrated  before  the  Committee 
on  Rules  that  it  is  fully  and  adequately 
advised,  and  I  hope  the  Members  will  - 
listen  to  the  explanation  of  the  bill  by 
the  members  of  the  Legislative  Com¬ 
mittee  who  thoroughly  understand  it. 
The  Rules  Committee  has  performed  its 
function  and  brought  the  bill  before  the 
House  for  action.  I  have  no  requests 
for  time,  Mr.  Speaker. 

Mr.  SABATH.  Mr.  Speaker,  I  move 
the  previous  question. 

The  previous  question  was  ordered. 

The  resolution  was  agreed  to. 

Mr.  MANASCO.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
who  speak  on  the  bill  in  Committee  be 
permitted  to  include  in  their  remarks 
certain  tables,  excerpts,  and  other  extra¬ 
neous  matter. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ala¬ 
bama? 

There  was  no  objection. 

Mr.  MANASCO.  Mr.  Speaker,  I  move 
that  the  House  resolve  itself  into  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union  for  the  consideration 
of  the  bill  (H.  R.  3660)  to  provide  for 
financial  control  of  Government  corpo¬ 
rations. 

The  motion  was  agreed  to. 
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Accordingly  the  House  resolved  Itself 
into  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  con¬ 
sideration  of  the  bill  H.  R.  3660,  with 
Mr.  Cooley  in  the  chair. 

The  first  reading  of  the  bill  was  dis¬ 
pensed  with. 

Mr.  MANASCO.  Mr.  Speaker,  I  yield 
5  minutes  to  the  gentleman  from  Mis¬ 
souri  [Mr.  Cochran], 

Mr.  COCHRAN.  Mr.  Speaker,  I  heart- 
'  ily  concur  in  what  both  the  gentleman 
from  Illinois  [Mr.  Sabath]  and  the  gen¬ 
tleman  from  Michigan  [Mr.  Michener] 
have  said  in  reference  to  the  author  of 
this  bill  the  gentleman  from  Mississippi 
[Mr.  Whittington]  and  also  the  chair¬ 
man  of  the  committee  the  gentleman 
from  Alabama  [Mr.  Manasco].  For  near¬ 
ly  20  years  the  gentleman  from  Mis¬ 
sissippi  [Mr.  Whittington]  and  I  have 
served  on  committees  together.  I  know 
of  no  man  in  this  House  who  under¬ 
stands  more  fully  legislation,  of  which 
he  is  the  author,  and  who  is  more 
thorough  in  explaining  that  legislation, 
than  the  gentleman  from  Mississippi. 
It  is  the  same  in  reference  to  legislation 
that  comes  from  any  committee  of 
which  he  is  a  member.  Listen  to  his  ex¬ 
planation  of  this  bill. 

We  have  all  heard  a  lot  about  checks 
and  balances.  The  legislative  branch 
of  the  Government  checks  the  executive 
branch  of  the  Government,  then  the  ju¬ 
dicial  branch  of  the  Government  checks 
both  the  legislative  branch  and  the  exec¬ 
utive  branch.  But  there  are  dozens  of 
corporations  with  billions  of  dollars  of 
Government  ifioney  at  their  disposal  that 
are  not  subject  to  any  check  except  by 
private  auditors  that  they  employ. 
Briefly,  the  purpose  of  this  legislation  is 
to  have  a  check  upon  these  Government 
corporations  where  the  stock  is  wholly 
owned  by  the  Government  or  where  it 
is  partially  owned  by  the  Government. 

As  far  as  I  know,  the  only  opposition 
to  this  legislation  comes  from  some,  I  say 
some,  not  all  officials  of  some  of  these 
corporations.  There  is  no  reason  why 
any  Government  corporation  should  not 
be  checked  by  the  Comptroller  General 
and  there  is  no  reason  why  they  should 
not  be  required  to  explain  their  budget 
to  our  Committee  on  Appropriations. 
This  bill  provides  for  that.  It  is  true 
that  the  bill  also  provides  that  in  certain 
instances  under  regulations  laid  down 
by  the  Comptroller  General  the  corpora¬ 
tion  will  be  allowed-  to  operate  on  what 
might  be  termed  a  commercial  basis. 
That  undoubtedly  is  necessary.  To  say 
that  these  corporations  which  have  in¬ 
volved  over  twenty  billions  of  dollars 
should  be  permitted  to  continue  as  they 
have  in  the  past  without  an  audit  by  the 
Comptroller  General  cannot  be  defended. 
Of  course,  the  corporations  are  not  to 
blame.  The  truth  of  the  matter  is  we 
are  to  blame  because  we  did  not  provide 
for  audit  by  the  Comptroller  General  in 
the  original  law.  That  mistake  by  the 
Congress  is  corrected  by  this  legislation. 

I  now  yield  to  the  gentleman  from 
Pennsylvania  [Mr.  Rich],  a  member  of 
the  committee. 

Mr.  RICH.  Might  I  call  attention  to 
one  statement  made  by  the  gentleman 
where  he  said  that  the  gentleman  from 
Mississippi  [Mr.  Whittington]  knows 


more  about  these  corporations  than  any¬ 
one  else  and  can  probably  explain  this 
bill  better.  I  wonder  whether  the  gen¬ 
tleman  would  not  put  Mr.  Lindsay  War¬ 
ren  in  that  class,  a  man  who  I  believe  is 
more  familiar  with  these  Government 
corporations  than  any  other  man  I  know. 
I  am  not  detracting  from  the  honor  that 
the  gentleman  from  Mississippi  [Mr. 
Whittington]  may  have  in  this  connec¬ 
tion. 

Mr.  COCHRAN.  The  gentleman  from 
Pennsylvania  misunderstood  my  state¬ 
ment.  What  I  did  was  to  pay  a  tribute 
to  the  gentleman  from  Mississippi  [Mr. 
Whittington]  who  is  the  author  of  this 
legislation.  His  knowledge  of  its  provi¬ 
sions  and  the  necessity  for  such  a  law. 
I  repeat,  there  is  no  Member  of  the 
House  who  will  more  thoroughly  present 
an  argument  as  to  why  a  bill  he  intro¬ 
duced  be  enacted  than  the  gentleman 
from  Mississippi  [Mr.  Whittington].  I 
did  not  say  Mr.  Whittington  knows  all 
about  the  corporations  because  no  one 
on  the  outside  does. 

Mr.  RICH.  I  agree  with  the  gentle¬ 
man  as  to  that. 

Mr.  COCHRAN.-  I  never  question  Mr. 
Warren’s  ability.  The  gentleman  from 
Pennsylvania  knows  what  I  think  about 
Mr.  Warren.  The  truth  of  the  matter  is 
Mr.  Warren  has  not  had  an  opportunity 
to  learn  anything  about  the  corporations 
because  the  doors  are  shut  to  him  under 
existing  law. 

Mr.  RICH.  And  we  ought  to  open  it 
up  today. 

Mr.  COCHRAN.  That  is  what  we  are 
going  to  do  in  the  passage  of  this  legis¬ 
lation.  When  this  bill  becomes  a  law 
and  Mr.  Warren  gets  an  opportunity  to 
see  how  these  corporations  actually  op¬ 
erate  then  he  will  know  something  and  so 
will  we  because  it  is  his  duty  under  the 
law  to  report  to  us. 

Let  us  pass  this  legislation.  I  feel 
confident  that  when  it  does  become  a 
law  you  will  see  many  reforms  because 
many  officials  know  now  Mr.  Warren 
will  take  exception  to  many  of  the  exist¬ 
ing  policies.  v 

Mr.  MANASCO.  Mr.  Chairman,  with 
the  consent  of  the  gentleman  from  Mich¬ 
igan  [Mr.  Hoffman]  I  now  yield  30  min¬ 
utes  to  the  gentleman  from  Mississippi 
[Mr.  Whittington],  who  can  more  ably 
present  the  bill  than  any  member  of  our 
committee. 

Mr.  WHITTINGTON.  Mr.  Chairman, 
I  am  very  grateful  to  my  colleagues  for 
their  kind  personal  sentiments  and  ob¬ 
servations. 

Mr.  GIFFORD.  Mr.  Chairman,  would 
the  gentleman  yield  to  permit  me  to 
enlarge  on  that? 

I  would  like  to  pay  the  gentleman  a 
tribute  also.  I  have  served  with  him  so 
long  on  that  committee.  He  is  so  thor¬ 
ough  and  so  well  understands  everything 
that  he  presents.  I  made  use  of  an  ex¬ 
pression  on  yesterday  when  I  said  no 
one  should  praise  me  unless  he  himself 
is  worthy  of  praise.  Jack  Cochran,  who 
praised  you,  is  himself  worthy  of  praise. 
I  hope  some  time  the  gentleman  who 
now  has  the  floor  or  someone  else  will 
give  Jack  Cochran  the  degree  of  praise 
he  deserves.  I  think  you  and  I  would 
agree  that  he  understands,  perhaps  bet¬ 
ter  than  any  of  the  rest  of  us,  the  work¬ 


ings  of  --all  these  Government  corpora¬ 
tions  and  of  the  Government  structure 
itself. 

Mr.  WHITTINGTON.  I  very  thor¬ 
oughly  approve  and  endorse  every  word 
that  my  friend,  the  gentleman  from  Mas¬ 
sachusetts  has  just  said,  and  I  gladly 
join  him  in  tribute  to  the  service,  cour¬ 
age,  industry,  and  ability  of  the  gen¬ 
tleman  from  Missouri,  my  valued  friend. 
Jack  Cochran,  one  of  the  most  indus¬ 
trious  and  among  the  most  useful  Mem¬ 
bers  of  the  Congress.  I  wish  there  were 
more  Jack  Cochrans  in  the  Congress  of 
the  United  States.  He  is  able  and  cou¬ 
rageous,  battling  always  for  his  district 
and  county. 

Mr.  Chairman,  in  1921  the  Congress 
adopted  the  Budget  and  Accounting  Act, 
which  provided  for  the  control,  includ¬ 
ing  the  budgeting,  of  Government  de¬ 
partments  and  agencies,  and  for  the 
auditing  of  those  departments  and  agen¬ 
cies  by  the  Comptroller  General  of  the 
United  States,  the  good  right  arm  and 
the  agent  of  the  Congress. 

Mr.  HOFFMAN.  Mil.  Chairman,  I 
make  a  point  of  order.  This  is  one  of 
the  most  important  and  far-reaching 
pieces  of  legislation  that  has  been  before 
the  House  since  the  end  of  the  war.  I 
make  the  point  of  order  that  a  quorum 
is  not  present. 

The  CHAIRMAN  (Mr.  Cooley).  The 
Chair  will  count.  [After  counting.]  A 
quorum  is  not  present. 

The  Clerk  will  call  the  roll. 

The  Clerk  called  the  roll,  and  the  fol¬ 
lowing  Members  failed  to  answer  to  their 
names : 


Abernethy 

[Roll  No.  145] 
Halleck 

Norrell 

Anderson,  Calif. Hare 

O’Brien,  Ill. 

Baldwin,  N.  Y. 

Harness,  Ind. 

O’Brien,  Mich. 

Beall 

Hart 

Pace 

Bland 

Hubert, 

Peterson,  Ga. 

Bolton 

Heffernan 

Pfeifer 

Buckley 

Hendricks 

Phillips 

Camp 

Herter 

Plumley 

Campbell 

Hobbs 

Powell 

Cannon,  Fla. 

Hoeven 

Rabaut 

Carnahan 

Hope 

Randolph 

Case,  S.  Dak. 

Horan 

Rankin 

Celler 

Huber 

Rayfiel 

Chlperfleld 

Jackson 

Reece,  Tenn. 

Clark 

Jarman 

Reed,  Ill. 

Clements 

Johnson,  Ind. 

Rivers 

Coffee 

Johnson, 

Robertson, 

Cole,  Kans. 

Luther  A. 

N.  Dak. 

Cole,  N.  Y. 

Johnson, 

Robinson,  Utah 

Colmer 

Lyndon  B. 

Rockwell 

Courtney 

Jones 

Roe.  N.  Y. 

Crosser 

Jonkman 

Sharp 

Daughton,  Va. 

Kee 

Sheridan 

Dawson 

Kefauver 

Short 

Delaney, 

Keogh  . 

Sikes 

John  J. 

Kerr 

Simpson,  Ill. 

Dickstein 

King 

Simpson,  Pa. 

Dondero 

Larcade 

Slaughter 

Douglas,  Ill. 

Lea 

Smith,  Va. 

Drewry 

LeFevre 

Snyder 

Durham 

Luce 

Somers,  N.  Y. 

Dworshak 

Lynch 

Starkey 

Elliott 

McGehee 

Stefan 

Engel,  Mich. 

McMillen,  Ill. 

Stevenson 

Feighan 

Mahon 

Thomas 

Fuller 

Mansfield, 

Tibbott 

Gerlach 

Mont. 

Tolan 

Gibson 

Marcantonio 

Wasielewski 

Gillespie 

Mason 

Weiss 

Gore 

May 

White 

Gorskl 

Merrow 

Wickersham 

Gossett 

Monroney 

Winter 

Granger 

Morgan 

Wolcott 

Hagen 

Mundt 

Wolverton,  N.  J. 

Hall, 

Murray,  Tenn. 

Woodrum,  Va. 

Edwin  Arthur  Murray,  Wis. 

Zimmerman 

Accordingly,  the  Committee  rose;  and 

the  Speaker, 

having  resumed  the  chair, 

Mr.  Cooley, 

Chairman  of 

the  Commit- 

tee  of  the  Whole  House  on  the  State  of 

1945 
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the  Union,  reported  that  that  Committee, 
having  had  under  consideration  the  bill 
H.  R.  3660,  and  finding  itself  without  a 
quorum,  he  had  directed  the  roll  to  be 
called,  when  299  Members  responded  to 
their  names,  a  quorum,  and  he  submitted 
herewith  the  names  of  the  absentees  to 
be  spread  upon  the  Journal. 

The  Committee  resumed  its  sitting. 

Mr.  WHITTINGTON.  Mr.  Chairman, 
the  bill  under  consideration  involves  the 
control  of  the  corporate  device  in  gov¬ 
ernmental  agencies  and  administrations. 
It  comes  before  you  with  a  unanimous 
report.  The  bill  is  a  composite  of  the 
views  of  the  members  of  the  committee. 
A  very  adequate  and  comprehensive  re¬ 
port  has  been  filed  and  extensive  hear¬ 
ings  have  been  published,  and  are  availa¬ 
ble  to  the  Congress  and  the  country.  The 
Budget  and  Accounting  Act  of  1921  pro¬ 
vided  for  the  control  and  budgeting  of 
Government  agencies  and  departments. 
Twenty-two  years  have  passed.  The  first 
annual  budget,  for  1923,  was  in  the  neigh¬ 
borhood  of  $3,000,000,000.  The  budget 
for  the  current  year  is  about  $84,000, GOO, - 
000.  All  of  those  appropriations  and  ex¬ 
penditures  were  subject  to  the  provisions 
of  the  Budget  and  Accounting  Act.  A  few 
corporations  had  been  organized  when 
that  act  was  passed.  They  were  all  small 
and  except  for  the  Federal  Land  banks 
and  the  Panama  Railroad  Company,  the 
corporations  were  in  connection  with  the 
first  World  War  and  were  all  substant¬ 
ially  in  liquidation.  No  provision  was 
made  for  their  control  or  for  their  audit¬ 
ing  in  the  Budget  and  Accounting  Act  of 
1921. 

After  the  passage  of  that  act  and  prior 
to  1932  the  Federal  intermediate  credit 
banks  and  the  Inland  Waterways  Cor¬ 
poration  were  established,  but  the  estab¬ 
lishment  of  the  Reconstruction  Finance 
Corporation  in  1932  marked  a  new  era  in 
governmental  administration  and  in  the 
utilization  of  the  corporate  device  in  gov¬ 
ernmental  activity.  That  trend  has  con¬ 
tinued  until  today  there  are  approxi¬ 
mately  101  Government  corporations  en¬ 
gaged  in  various  fields  of  economic  activ¬ 
ity  and  production,  including  transpor¬ 
tation,  housing,  insurance,  loans,  and 
other  lines  of  business. 

The  magnitude  of  Government  cor¬ 
porations  is  staggering.  Their  total  as¬ 
sets,  including  intercorporate  liabilities, 
amount  to  about  $29,000,000,000.  The 
largest  of  all  the  corporations,  of  course, 
is  the  Reconstruction  Finance  Corpora¬ 
tion.  It  has  assets  today  of  substantially 
$11,700,000,000.  When  we  recall  the  total 
assets  of  the  largest  private  corporations 
in  the  United  States  the  largest  being,  as 
I  remember,  the  American  Telephone  & 
Telegraph  Co.,  with  assets  of  about  $5,- 
500,000,000,  the  Standard  Oil  Co.  of  New 
Jersey,  with  assets  of  $2,250,000,000,  the 
United  States  Steel,  with  assets  of  around 
$2,225,000,000;  General  Motors,  with  as¬ 
sets  of  about  $2,500,000,000;  we  are  re¬ 
minded  that  the  total  assets  of  the  Re¬ 
construction  Finance  Corporation  are 
much  larger  than  the  assets  of  any  other 
corporation  in  this  or  any  other  country, 
or  in  this  or  any  o^her  age. 

It  is  fair  to  say  that  among  the  assets 
of  the  Reconstruction  Finance  Corpora¬ 
tion  are  those  of  defense  corporations 
that  have  been  established  for  the  prose¬ 


cution  of  the  war,  for  food  subsidies,  for 
the  production  of  facilities  and  of  muni¬ 
tions,  and  of  war  plants. 

I  should  divide  roughly  the  assets  of 
the  Reconsti-uction  Finance  Corporation 
into  two  classes:  First,  there  are  the 
usual  or  peacetime  functions  of  the  Re¬ 
construction  Finance  Corporation.  My 
information  is  that  the  assets  in  those 
functions  aggregate  $2,250,000,000.  The 
record  shows  that  since  its  establishment 
the  RFC,  in  its  usual  or  peacetime  ac¬ 
tivities,  has  a  surplus  of  around  $500,- 
000,000,  but  we  have  provided  for  war 
production  and  for  war  facilities  and  for 
munitions  by  authorizing  the  establish¬ 
ment  of  corporations  and  by  the  Recon¬ 
struction  Finance  Corporation  borrowing 
money  from  the  Treasury  for  the  estab¬ 
lishment  and  operation  of  those  corpora¬ 
tions.  So  that  today  the  RFC  owes  the 
Treasury  approximately  $9,200,000,000, 
borrowed  or  advanced  for  the  establish¬ 
ment  of  those  plants.  They  are  carried, 
in  approximately  $9,000,000,000,  among 
the  assets  of  the  Reconstruction  Finance 
Corporation. 

The  purpose  of  the  legislation  under 
consideration  is  to  provide  for  the  con¬ 
trol,  by  auditing  and  budgeting,  of  Gov¬ 
ernment  corporations.  The  purpose  of 
budgeting  is  to  give  to  the  Congress  and 
to  the  country  a  view  of  the  financial 
structure  of  the  United  States  Govern¬ 
ment.  But  when  we  remember  that  the 
assets  of  these  corporations  aggregate 
the  totals  I  have  mentioned,  as  compared 
with  our  normal  Budget  of  around  nine 
or  ten  billion  dollars,  there  is  evident  the 
increasing  place  in  the  financial  picture 
that  Government  corporations  occupy 
when  we  consider  our  financial  structure. 

The  problem  in  connection  with  these 
corporations  was  a  difficult  one.  The 
corporate  device  was  utilized  in  the  first 
instance  by  the  United  States  as  it  is 
being  utilized  by  other  countries,  notably 
Great  Britain,  for  the  purpose  of  en¬ 
abling  the  Government  to  engage  in  ac¬ 
tivities  that  were  not  strictly  routine 
governmental  business,  without  the  lim¬ 
itations  and  restrictions  that  ordinary 
Government  establishments  would  be 
bound  by  in  their  operations;  so  the 
problem  was  an  extremely  difficult  one. 

We  are  dealing  here  with  the  auditing 
and  accounting  of  business  corporations 
rather  than  the  established  govern¬ 
mental  departments,  and  we  must  pro¬ 
vide  for  flexibility  both  in  the  auditing 
and  the  budgeting  of  these  corporations 
that  will  enable  them  to  carry  out  the 
functions  for  which  they  were  estab¬ 
lished.  The  hearings  were  most  inter¬ 
esting.  The  committee  had  put  its  cards 
on  the  table.  There  were  objections  in 
the  first  instance  by  many  of  these  cor¬ 
porations.  They  asked  to  be  exempted 
from  the  provisions  of  this  bill.  They 
said  they  had  done  a  good  job — and 
they  have  in  most  instances.  They 
came  before  us  and  said  that  the  Gov¬ 
ernment  had  provided  the  money  for 
their  capital  stock  and  that  they  had 
succeeded  and  ought  not  to  be  subject 
to  the  restrictions  and  auditing  of  the 
Government. 

Mr.  HOFFMAN.  Mr.  Chairman, 
would  the  gentleman  care  to  yield? 

Mr.  WHITTINGTON.  If  my  col¬ 
league  will  bear  with  me,  I  want  to  yield 


to  every  Member  of  the  House  who 
wishes  to  interrogate  me  but  I  believe  it 
would  be  helpful  for  me  to  complete  my 
general  statement,  and  if  I  do  not  an¬ 
ticipate  I  will  gladly  answer  any  ques¬ 
tions  propounded.  There  were  requests 
for  excepting  the  loan  agencies  of  the 
Government.  The  Farm  Credit  Admin¬ 
istration  said,  “We  were  established  for 
the  purpose  of  providing  farm  credit; 
to  bring  us  within  the  audit  provisions 
applicable  to  the  Government  would  put 
us  in  a  strait- jacket  and  prevent  our 
accomplishing  the  purposes  for  which 
we  were  established.”  We  replied,  “Is 
it  thinkable  that  now  the  Congress  that 
provided  the  language  that  enabled  you 
to  function  and  carry  out  your  opera¬ 
tions  is  impotent  to  devise  language  that 
would  provide  for  the  supervision,  audit¬ 
ing,  and  budgeting  of  your  institutions? 
Are  you,  the  creature,  larger  than 
the  creator — the  Government?”  The 
spokesman  for  the  Farm  Credit  Admin¬ 
istration  was  embarrassed. 

The  second  question  was  likewise  per¬ 
plexing  if  not  embarrassing  to  those  who 
asked  to  be  excepted  from  the  provisions 
of  this  bill.  It  was  pointed  out  that 
private  corporations,  including  the  large 
ones  I  have  named,  provide  for  annual 
budgets,  provide  for  clear  and  efficient 
auditing;  and  this  question  was  asked 
those  who  objected  and  wanted  to  be 
excepted:  “Is  it  sound  for  you,  repre¬ 
senting  a  business  interest,  to  ask  to  be 
exempted  from  the  requirement  that 
efficient  private  institutions  practice  in 
this  country?” 

We  pointed  out  that  when  it  came  to 
flexibility  the  Congress  of  the  United 
States  in  one  appropriation  bill  under  the 
Budget  and  Accounting  Act  appropriated 
during  the  current  fiscal  year — $23,000,- 
000,000  approximately  to  the  Navy  De¬ 
partment  and  in  another  some  forty- 
billion-odd  dollars  to  the  War  Depart¬ 
ment.  We  insisted  that  if  the  Congress 
of  the  United  States  having  taxed  the 
people  of  the  country  for  the  money  that 
was  appropriated  for  the  capital  stock  of 
these  corporations  could  devise  language 
for  the  auditing,  supervising,  and  budg¬ 
eting  of  billions  and  billions  of  dollars  in 
the  prosecution  of  the  war,  surely  that 
Congress  was  not  impotent  to  provide 
now  for  the  auditing  and  budgeting  of 
these  Government  corporations.  There 
is  and  there  was  no  sound  answer  from 
the  objectors  who  sought  exemptions. 

So  the  committee  in  an  effort  to  be 
just  heard  every  corporation.  The  re¬ 
ports  are  in  the  hearings.  Many  of  them 
asked  to  be  exempted.  We  wanted  to  be 
fair.  We  considered  their  objections  and 
when  they  pointed  out  their  objections 
we  agreed  in  some  cases  that  the  bill  as 
originally  introduced  might  hinder  and 
delay  them.  We  invited  them  to  submit 
substantial  and  material  amendments 
which  would  enable  them  to  carry  out 
the  functions  that  they  were  authorized 
to  perform  under  the  substantive  law 
providing  for  their  organization  and  es¬ 
tablishment. 

After  thorough  and  complete  hearings, 
and  after  objections  and  protests,  the 
original  bill  introduced  as  2177,  prepared 
in  collaboration  with  the  Comptroller 
General,  the  Director  of  the  Budget,  and 
the  Treasury  Department,  was  revised 
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and  substantially  every  section  of  that 
bill  was  rewritten.  The  bill  as  reported 
to  this  House  and  as  it  is  now  before  the 
House  represents  the  composite  views  of 
the  committee  after  careful,  full  and  ex¬ 
haustive  hearings.  I  am  delighted  to  say 
to  the  membership  that  many  of  the 
agencies,  the  principal  agencies  that 
asked  to  be  excepted  from  the  provisions 
of  the  bill,  have  said  after  the  bill  had 
been  perfected,  rewritten  and  clarified 
that  there  is  ncr  valid  objection  on  the 
part  of  any  Government  corporation  to 
the  supervision  and  to  the  auditing  re¬ 
quired  by  this  bill.  One  of  the  highest 
executive  officers  in  the  departments  of 
this  Government  said  to  me  after  there 
had  been  protests  by  agencies  under  his 
supervision  that  no  honest  man  could  ob¬ 
ject  to  the  provisions  of  the  bill. 

There  are  two  classes  of  Government 
corporations.  One  is  a  corporation  that 
is  organized  with  a  Federal  charter  under 
statutes  providing  for  its  creation.  The 
other  is  a  corporation  that  may  be  au¬ 
thorized  by  statute  but  is  created  under 
the  laws  of  one  of  the  several  States  of 
the  Union.  Many  of  the  corporations 
have  been  created  under  the  laws  of  Del¬ 
aware,  some  under  the  laws  of  other 
States. 

The  United  States  has  a  corporation 
today  that  was  created  under  the  laws 
of  New  York  in  1849.  I  refer  to  the  Pana¬ 
ma  Railroad  Company.  A  charter  was 
granted  to  that  corporation  by  the  State 
of  New  York  almost  100  years  ago.  That 
corporation,  that  institution,  that  rail¬ 
road,  was  acquired  by  the  Government  as 
a  part  of  the  construction  of  the  Panama 
Canal  and  under  its  charter  the  corpora¬ 
tion  today  is  engaged  in  transportation, 
communication,  highway,  hotel,  and 
other  activities  almost  too  numerous  to 
mention. 

There  are  corporations  of  two  other 
categories.  One  is  a  corporation  all  of 
the  capital  stock  of  which  is  owned  by 
the  Government — the  RFC,  for  instance. 
The  other  is  a  corporation  in  which  a  part 
of  the  capital  stock  is  owned  by  the  Gov¬ 
ernment  and  a  part  by  other  institutions 
and  other  agencies — the  Federal  land 
banks,  for  example. 

After  full  and  complete,  and  I  under¬ 
take  to  say  fair,  hearings  all  corporations 
of  every  kind  and  class  are  embraced  in 
the  terms  of  this  bill  and  the  bill  now 
under  consideration  has  not  exempted  a 
single  Government  corporation  of  any 
kind  in  the  United  States. 

I  should  like  to  say  also  in  this  con¬ 
nection  that  the  committee  gave  careful 
consideration  to  the  flexibility  that  is  re¬ 
quired  in  auditing  and  in  budgeting  so  as 
not  to  destroy  the  functions  for  which 
these  Government  corporations  were 
established. 

The  committee  took  the  view  that  ours 
it  was  to  coordinate  and  correlate  the 
corporations  as  we  found  them  with  the 
activities  authorized  by  law  and  by  their 
charters,  so  that  we,  in  reporting  this 
bill  under  the  guise  of  auditing  and 
supervision,  in  no  wise  change  the  sub¬ 
stantive  law  under  which  any  of  these 
corporations  are  now  functioning  and 
are  now  authorized.  In  all  fairness  we 
thought  that  the  Congress  of  the  United 
States,  having  established  the  functions 
of  those  corporations,  ought  to  pass  upon 


any  changes  with  respect  to  those  func¬ 
tions  regardless  of  what  my  personal 
views  or  the  views  of  the  committee 
might  have  been./ 

Take,  for  example,  the  Farm  Credit 
Administration.  They  are  engaged  in 
production  credit.  They  are  engaged  in 
farm  credit.  It  was  urged,  in  the  first 
place,  when  they  submitted  their  report, 
that  they  should  be  exempt  because,  for 
instance,  the  Production  Credit  Corpora¬ 
tion  or  the  Intermediate  Credit  Bank 
might  make  capital  investments  or  loans 
for  1  year  amounting  to  $350,000,000  and 
the  next  year,  because  of  a  change  in 
conditions  they  might  be  required  to 
make  outlays  of  twice  that  amount. 
They  said,  “We  cannot  anticipate  in  ad¬ 
vance  the  amount  of  our  budget.”  We 
thought  that  was  a  reasonable  view,  and 
we  have  provided  for  amendments  to  the 
budget.  We  have  provided  for  a  flexible 
budget.  We  have  provided  that  the  pro¬ 
visions  of  this  law  will  not  change  any  of 
the  substantive  law  under  v/hich  the 
Farm  Credit  Administration  is  oper¬ 
ating,  but  at  the  same  time,  the  Chief 
Executive  in  submitting  his  budget  and 
the  Comptroller  General,  in  making  his 
audit,  will  examine  these  corporations 
and  ascertain  whether  or  not  their 
functions  are  provided  by  law  and 
whether  or  not  they  are  functioning 
efficiently,  and  they  will  submit  their 
recommendations  within  existing  law  to 
the  Congress  of  the  United  States,  and 
the  Congress  of  the  United  States  for 
the  first  time  will  have  an  opportunity 
to  take  a  look  at  the  management  of  the 
corporations  established  by  the  money 
of  the  taxpayers  of  the  United  States.  I 
.  give  you  one  illustration: 

I  give  you  another  one.  The  Ten¬ 
nessee  Valley  Authority  objected  to  the 
original  provisions  of  the  bill  and  they 
said  that  they  would  be  prohibited  from 
carrying  on  business  under  section  26  of 
their  act  along  established  lines  author¬ 
ized  specifically  by  the  substantive  law  of 
Congress.  So  we  said,  “We  do  not  pro¬ 
pose  to  change  that  law;  that  is  an  an¬ 
other  matter;  we  do  not  want  to  usurp 
that  function.”  So  this  bill  makes  no 
change  in  that  existing  section  of  the 
law.  The  Agricultural  Credit  Corpora¬ 
tion,  the  Federal  Intermediate  Credit 
Banks  said,  “If  we  are  required  to  sub¬ 
mit  a  budget  beginning  with  July  1  we 
will  be  hampered.  We  do  not  know  how 
much  money  we  will  spend  during  the 
current  year;  much  less  are  we  in  a  posi¬ 
tion  to  make  an  estimate  as  to  what  we 
will  spend  the  following  year.”  So  we 
undertook  to  provide  for  that,  and  I 
think  we  have  done  it  satisfactorily  by 
having  the  budget  estimates  presented 
September  15,  so  that  they  will  have  the 
completed  year  as  a  basis  upon  which 
to  submit  their  budget  for  the  following 
year,  as  well  as  by  allowing  the  submis¬ 
sion  of  amendments  to  the  annual  budget 
programs. 

The  Congress,  during  the  current  ses¬ 
sion,  has  undertaken  in  a  measure  to 
provide  for  the  omission  of  the  past  20 
years  or  more  by  providing  in  the  so- 
called  George  law.  Public,  No.  4,  approved 
February  24  of  this  year,  for  the  auditing 
of  all  Government  corporations.  This  is 
the  language,  “all  Government  corpora¬ 
tions.”  Immediately  some  of  the  corpo¬ 


rations,  where  the  Government  did  not 
own  all  of  the  stock,  said,  “We  are  not 
within  the  provisions  of  that  act.”  The 
Committee  on  Appropriations  in  the  First 
Deficiency  Act  of  1945,  approved  April 
25,  undertook  to  perfect  and  implement 
the  provisions  of  the  George  Act  and 
did  in  a  fine  way  supplement  the  pro¬ 
visions  of  that  act  by  providing  for  the 
employment  of  10  of  the  outstanding 
accountants  of  the  Nation  to  head  up  the 
accounting  department  that  must  pro¬ 
vide  for  the  audit  and  that  must  audit 
these  corporations.  The  Comptroller 
General,  in  appearing  on  that  deficiency 
bill  and  before  the  Committee  on  Ex¬ 
penditures,  as  well  as  in  a  published  de¬ 
cision,  has  taken  the  position  that  all 
these  mixed-ownership  corporations  are 
under  the  audit  provisions  of  the  George 
Act. 

The  provisions  of  the  said  deficiency 
act,  modifying,  implementing,  clarifying, 
and  perfecting  the  George  law,  are  all 
brought  forward  in  the  bill  under 
consideration. 

I  may  say  also  in  this  connection  that 
there  are  other  provisions  in  this  bill  that 
we  think  are  notable.  In  the  event  a 
corporation  established  under  a  charter 
authorized  by  Federal  law,  or  by  author¬ 
ity  of  law  under  the  laws  of  one  of  the 
States,  has  been  functioning  through  the 
years,  and  the  Director  of  the  Bureau  of 
the  Budget  finds  that  in  his  judgment 
there  is  no  occasion  for  that  corpora¬ 
tion,  that  the  activities  can  be  carried  on 
just  as  the  regular  activities  and  depart¬ 
ments  of  the  Government  are,  he  can  so 
recommend,  and  thereafter,  if  approved 
by  the  Congress,  budgets  will  be  made 
as  are  provided  for  the  Government 
departments. 

I  have  thus  undertaken  to  cover  the 
high  points  of  this  bill.  They  are,  first, 
for  the  audit  of  all  wholly  owned  Gov¬ 
ernment  corporations;  second,  for  the 
budgeting  of  all  wholly  owned  Govern¬ 
ment  corporations;  third,  for  the  audit¬ 
ing  but  not  the  budgeting  of  mixed- 
ownership  corporations  like  the  Federal 
land  banks;  and  finally,  to  make  the  pic¬ 
ture  complete,  the  Treasury  of  the  United 
States  should  be  advised  of  the  financial 
operations  where  billions  of  dollars  are 
involved,  for  the  credit  of  the  United 
States  must  be  maintained.  Bonds  are 
to  be  bought  and  sold,  and  if  these  cor¬ 
porations  have  the  power  to  incur  in¬ 
debtedness,  to  issue  bonds,  and  to  pay 
interest  thereon,  without  coordination 
with  the  Treasury,  you  can  very  easily 
see  that  the  financial  policy  of  the  Gov¬ 
ernment  might  be  interfered  with. 

On  the  other  hand,  there  are  some 
corporations  authorized  by  Congress  that 
do  not  depend  for  their  funds  upon  mon¬ 
eys  from  the  Federal  Treasury.  Take 
the  Federal  intermediate  credit  banks. 
They  sell  their  debentures  to  the  public, 
they  sell  them  to  the  banks.  As  business¬ 
men,  you  Members  know  that  when  you 
borrow,  one  of  the  first  questions  your 
bank  or  the  loaning  institution  asks  you 
is,  “Are  you  going  to  put  this  money  on 
deposit  with  us?”  So  we  thought  in  all 
fairness  to  enable  the  farm  credit  agen¬ 
cies  to  function  as  contemplated  by  law 
there  should  be  an  exception  where  those 
agencies  do  not  sell  their  debentures  and 
their  obligations  direct  to  the  Treasury 
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but  to  the  people  of  the  United  States, 
including  banks,  and  that  they  should  be 
exempted  from  those  provisions  of  the 
bill,  but  we  provide  at  the  same  time  that 
any  and  all  sales  and  deposit  of  funds 
shall  be  reported  to  the  Secretary  of  the 
Treasury,  and  we  require  the  Secretary 
of  the  Treasury  to  communicate  with 
Congress  if  he  finds  that  the  policy  of 
making  deposits  or  the  policy  of  issuing 
bonds  or  debentures  hinders,  interferes 
with,  or  delays  the  fiscal  policy  and  the 
fiscal  program  of  the  United  States. 
That  is  most  helpful  and  constructive. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Mississippi  has  expired. 

Mr.  MANASCO.  Mr.  Chairman,  I 
yield  10  additional  minutes  to  the  gentle¬ 
man  from  Mississippi. 

Mr.  WHITTINGTON.  Again,  as  I 
have  indicated,  some  of  these  corpora¬ 
tions  are  Federal  corporations.  Some  of 
them  are  incorporated  under  the  laws 
of  States. 

In  our  hearings  we  asked  all  who  ap¬ 
peared  before  us  if  there  was  any  objec¬ 
tion  to  requiring  all  corporations  to  be¬ 
come  chartered  under  the  laws  of  the 
United  States,  where  they  are  now  doing 
business  and  are  chartered  under  the 
laws  of  the  several  States.  The  Recon¬ 
struction  Finance  Corporation,  the  larg¬ 
est  of  all  the  largest  corporations  in  hu¬ 
man  history,  with  the  greatest  assets, 
together  with  all  other  witnesses  report¬ 
ed  there  was  no  objection.  On  the  con¬ 
trary,  there  are  many  desirable  reasons 
as  to  why  a  corporation  should  be  char¬ 
tered  by  act  of  Congress  rather  than  un¬ 
der  the  laws  of  the  several  States.  The 
Government  of  the  United  States  ought 
not  to  be  required  to  ascertain  and  to 
search  and  to  find  out  as  to  whether  or 
not  their  corporations  are  authorized  to 
engage  in  their  activities  by  exploring 
the  laws  of  the  several  States.  There  is 
no  good  reason  for  this  course.  So  this 
bill  provides  a  reasonable  time  for  the 
liquidation  of  all  Government  corpora¬ 
tions  now  organized  under  the  laws  of 
the  several  States  or  for  their  incorpora¬ 
tion  by  acts  of  Congress. 

This  is  an  important  bill.  It  marks  a 
new  day  in  Government  administration. 
If  the  Members  will  bear  with  me,  in  just 
a  moment  I  will  take  it  up  section  by 
section  and  title  by  title  and  explain  the 
bill  in  a  summary  way  and  then  answer 
any  questions  Members  desire  to  pro¬ 
pound.  There  is  a  complete  analysis  and 
detached  explanation  of  the  bill  in  the 
report. 

TITLE  I 

Section  101,  title  I,  of  the  bill  covers 
wholly  owned  Government  corporations. 
They  are  all  named.  There  are  about  63 
of  them,  it  being  kept  in  mind  that  when 
you  refer  to  the  Production  Credit  Cor¬ 
porations,  for  example,  you  refer  to  12 
corporations  and  not  to  one.  There  are 
12  in  the  United  States.  So  that  no  cor¬ 
poration  wholly  owned  by  the  Govern¬ 
ment  is  exempt  from  the  terms  of  this 
bill. 

It  is  fair  to  say  we  have  included  at 
least  one,  and  probably  five  or  six,  that 
are  in  process  of  liquidation.  Cargoes, 
Inc.,  was  reported  to  be  in  process  of 
liquidation,  but  we  have  no  testimony 
that  that  liquidation  is  complete.  Under 


Public  Law  109  approved  on  June  30,  the 
Defense  Plant  Corporation,  the  Defense 
Supplies  Corporation,  the  Metals  Re¬ 
serve  Company,  the  Rubber  Reserve 
Company,  and  the  Disaster  Loan  Corpo¬ 
ration  were  transferred  to  the  Recon¬ 
struction  Finance  Corporation.  We  do 
not  know  whether  those  transfers  are 
complete  or  not.  I  say  that  the  Govern¬ 
ment  of  the  United  States  through  its 
Treasury  invested  some  $9,200,000,000  in 
those  and  similar  corporations.  I  do  not 
know  how  much  is  going  to  be  recovered. 

I  think  the  Congress  should  be  advised 
and  for  that  reason  we  have  left  them  in 
the  bill  subject  to  reports  by  the  Comp¬ 
troller  General. 

Section  102  provides  for  the  business 
type  of  budget  of  these  wholly  owned 
Government  corporations  which  I  have 
attempted  to  describe  in  a  general  way. 

Section  103  provides  that  there  may  be 
amendments  to  the  annual  budgets  and 
that  they  become  in  reality  a  part  of 
the  Budget  transmitted  to  the  Congress 
under  the  Budget  and  Accounting  Act  of 
1921.  It  concludes  by  providing  that 
these  requirements  cover  the  year  be¬ 
ginning  July  1,  1946,  and  subsequent 
years. 

/ Section  104  provides  for  consideration 
by  the  Congress  of  the  budget  programs 
and  enactment  of  legislation,  if  neces¬ 
sary,  making  available  such  funds  as 
Congress  may  determine,  and  it  provides 
that  the  Corporation  shall  not  be  de¬ 
prived  of  the  exercise  of  any  functions 
now  authorized  by  law,  specifically  ap¬ 
plying  to  Section  26  of  the  Tennessee 
Valley  Authority  Act  and  generally  to 
the  Farm  Credit  Administration  Corpo¬ 
rations. 

Section  105  provides  for  the  same  type 
of  audit,  the  commercial  type,  as  pro¬ 
vided  by  the  George  Act,  to  be  made  by 
the  Comptroller  General. 

Section  106  is  the  provision  of  the 
George  Act  to  implement  the  provisions 
of  this  act  providing  for  a  more  nearly 
business-type  Budget.  It  requires  that 
the  audit  report  shall  show  specifically 
any  program,  expenditure,  or  any  other 
financial  transaction  observed  in  the 
course  of  the  audit  which  in  the  opinion 
of  the  Comptroller  General  has  been  car¬ 
ried  on  or  made  without  authority  of 
law.  The  language  that  the  report  shall 
be  furnished  to  the  Secretary  of  the 
Treasury  is  new  language.  The  President 
is  required  to  submit  his  budget  on  the 
first  day  of  the  session.  In  practice  the 
Director  makes  it  available  to  the  Com¬ 
mittee  on  Appropriations  before  the  first 
day  of  the  session  informally.  I  feel  the 
same  will  be  followed  by  the  Comptroller 
who  is  required  to  submit  his  report  to 
Congress  on  or  before  January  15. 

Section  107  is  new.  It  provides  for  rec¬ 
ommendations  by  the  Director  of  the 
Bureau  of  the  Budget  with  respect  to 
treating  a  Government  corporation  the 
same  as  a  regular  Government  agency  as 
to  its  finances. 

TITLE  II 

There  are  two  classes  of  corporations, 
as  I  stated;  wholly  owned  and  mixed 
ownership.  Title  I  covers  the  wholly 
owned;  title  H  covers  the  mixed-owned 
corporations.  They  include  the  Federal 
land  banks;  the  Federal  home-loan 


banks;  the  Federal  Deposit  Insurance 
Corporation;  the  Central  Bank  for  Co¬ 
operatives  and  the  regional  banks  for 
cooperatives.  In  section  202  it  will  be 
kept  in  mind  that  mixed-ownership  Gov¬ 
ernment  corporations  are  subject  to  the 
auditing  but  not  to  the  budgeting  provi¬ 
sions  of  this  act.  They  are  partly  owned 
by  the  Government.  It  occurred  to  us 
that  the  public  interest  would  be  pro¬ 
moted  by  not  requiring  a  budgeting  of 
those  institutions  only  partly  owned  by 
the  Government.  But  I  call  attention 
to  this  significant  language  in  section 
202,  that  any  mixed-ownership  Go\^rn- 
ment  corporation,  when  it  has  fully  paid 
all  that  is  owing  to  the  Federal  Govern¬ 
ment,  thereby  becomes  exempt  from  the 
provisions  of  this  bill.  That  is  proper 
and  as  it  should  be. 

Section  203  makes  the  general  provi¬ 
sions  of  the  audit  reports  for  wholly 
owned  corporations  applicable  to  the 
provisions  for  auditing  and  reporting 
under  this  act. 

Section  204  permits  the  President  to 
include  in  the  annual  Budget  recom¬ 
mendations  as  to  the  return  of  Govern¬ 
ment  capital  by  mixed-ownership  corpo¬ 
rations. 

TITLE  III 

Under  title  III,  General  Provisions,  we 
bring  forward,  we  clarify  the  provisions 
of  the  George  bill,  and  to  answer  the 
objections  made  by  a  number  of  agencies 
that  they  are  required  already  by  sub¬ 
stantive  law  to  examine  their  corporate 
subsidiaries,  this  new  provision,  not  oc- 
curing  in  the  George  Act  or  the  Defi¬ 
ciency  Act,  is  contained  in  this  section 
301,  to  wit,  that  in  making  audits  the 
Comptroller  General  shall  utilize  and  not 
duplicate  any  examinations  that  are  now 
required  by  law,  but  no  auditing  of  any 
corporation  now  required  by  law,  is  to  be 
repealed,  and  no  provisions  of  existing 
law  with  respect  to  the  mere  adminis¬ 
trative  expenses  and  administrative 
budgeting,  are  to  be  repealed  by  this  bill 
or  section. 

Then  I  call  attention  to  the  provision 
I  have  already  emphasized  in  sections 
302  and  303  with  respect  to  the  banking 
and  checking  accounts  and  note  and 
bond  operations  of  the  Government  cor¬ 
porations,  with  the  exceptions  in  the 
farm  credit  corporations  that  I  men¬ 
tioned. 

Finally,  under  section  304,  (a)  and 
(b),  this  bill  provides  that  no  corpora¬ 
tion  shall  hereafter  be  created  or  here¬ 
after  acquired  by  any  officer  or  agency 
of  the  Government,  except  by  act  of 
Congress  or  pursuant  to  an  act  of  Con¬ 
gress  specifically  authorizing  such  ac¬ 
tion.  Secondly,  it  provides,  that  no 
wholly-owned  Government  corporation 
created  under  the  laws  of  any  State,  now 
owned  and  controlled  by  the  Federal 
Government,  shall  continue  in  business 
longer  than  June  30,  1948,  but  provides 
that  if  they  are  to  be  continued  there¬ 
after  they  shall  be  chartered  by  acts  of 
Congress. 

Uniformity  will  be  promoted.  Effi¬ 
ciency  will  be  aided,  and  in  my  judgment 
the  public  interest  will  be  promoted  by 
the  passage  of  this  bill,  to  enable  the 
taxpayer  to  follow  up  the  taxes  that  have 
been  levied  and  appropriated  for  the 
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establishment  of  these  institutions,  at 
least  one  of  which  is  larger  in  its  ramifi¬ 
cations  than  the  peacetime  budget  of  the 
Government  itself. 

If  we  had  complied  with  the  initial  re¬ 
quests  of  these  institutions  asking  to  be 
exempted,  we  would  have  admitted  that 
it  is  a  case  of  the  tail  wagging  the  dog, 
and  that  the  creature  was  larger  than 
the  creator 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Mississippi  has  expired. 

Mr.  MANASCO.  Mr.  Chairman,  I 
yield  10  additional  minutes  to  the  gen¬ 
tleman  from  Mississippi. 

Mr.  WHITTINGTON.  Mr.  Chairman, 

I  have  now  completed  my  statement.  I 
yield  first  to  the  gentleman  from  Wis¬ 
consin  [Mr.  Keefe]. 

Mr.  KEEFE.  May  I  say  to  the  distin¬ 
guished  gentleman  that  I  discussed  this 
subject  on  two  occasions  before  the  Con¬ 
gress  some  months  ago.  I  am  very  glad 
to  note  that  this  committee  has  brought 
this  bill  before  the  House.  I  note,  how¬ 
ever,  that  in  subparagraph  (b)  of  section 
304  reference  is  made  to  Government 
corporations  wholly  owned  by  the  Gov¬ 
ernment,  created  by  or  under  the  laws  of 
any  State,  Territory,  or  possession  of  the 
United  States  or  any  political  subdivi¬ 
sion  thereof  or  under  the  laws  of  the 
District  of  Columbia.  What  does  the 
gentleman  say  about  those  corporations 
which  are  in  existence  and  are  operating 
corporations  which  have  been  created 
by  the  direct  action  of  the  officers  of  the 
RFC?  Take  the  case  of  the  Defense  Sup¬ 
plies  Corporation;  that  has  never  been 
chartered  by  any  State  or  any  political 
subdivision  nor  by  the  Government,  but 
it  is  a  creature  of  the  RFC  itself.  Should 
there  not  be  language  in  subsection  (b) 
that  would  clearly  and  unambiguously 
include  those  subsidiaries  of  the  RFC 
that  have  been  created  by  action  of  the 
officials  of  RFC  itself,  and  that  are  act¬ 
ing  or  pretending  to  act  as  Government 
corporations  just  as  much  as  any  other 
Government  corporations?  I  think  it  is 
an  inadvertence  or  an  oversight  perhaps. 
While  they  are  named  as  corporations 
that  are  subject  to  the  act  in  section  101, 
yet  in  subsection  (b)  of  section  304  they 
are  eliminated  and  excluded  because 
they  do  not  fall  within  the  reference  in 
subsection  (b)  of  section  304. 

Mr.  WHITTINGTON.  I  get  the 
gentleman’s  question. 

Mr.  KEEFE.  Does  the  gentleman  get 
my  point? 

Mr.  WHITTINGTON.  Yes;  I  do.  Sec¬ 
tion  304,  subsection  (b)  deals  with  one 
matter  and  one  matter  only,  and  that  is 
whether  or  not  Government  corporations 
that  were  not  organized  by  Congress  but 
under  State  law  should  be  continued. 
This  section  is  confined  to  one  thing  and 
one  thing  alone  and  that  is  whether  or 
not  we  are  going  to  permit  them  to  con¬ 
tinue  or  require  them  to  be  reorganized 
under  Federal  statute.  If  they  are  not 
completely  liquidated  that  question  will 
arise.  In  the  case  of  the  Defense  Sup¬ 
plies  Corporation,  it  was  organized  by 
the  RFC  under  authority  of  section  5d 
of  its  act,  as  amended.  However,  I  an¬ 
ticipated  the  gentleman’s  question  as 
best  I  could  in  my  humble  way  by  saying 
that  of  course  it  is  contemplated  that  the 
war  corporations  organized  for  the  pro¬ 


duction  of  munitions  and  war  facilities 
should  be  liquidated  and  dissolved  as  soon 
as  possible.  And  for  that  reason  Con¬ 
gress  itself  has  provided  already  for  the 
transfer  of  the  largest  of  them  all,  to-wit, 
the  Defense  Plant  Corporation,  the  De¬ 
fense  Supplies  Corporation,  the  Metals 
Reserve  Company,  and  the  Rubber  Re¬ 
serve  Company  to  the  RFC. 

Mr.  KEEFE.  Will  the  gentleman  yield 
there? 

Mr.  WHITTINGTON.  Just  a  moment; 
and  the  RFC  is  proceeding  with  the 
liquidation  of  those  corporations  in  ac¬ 
cordance  with  the  provisions  of  the  act 
of  Congress.  Those  corporations  or¬ 
ganized  for  the  prosecution  of  the  war  are 
among  the  plants,  the  big  items  of  sur¬ 
plus  property  that  will  be  disposed  of  as 
provided  by  the  Surplus  Property  Act.  I 
answer  the  gentleman  by  saying  that  it  is 
the  purpose  that  not  a  single  one  of  those 
corporations  shall  continue  but  that  they 
shall  be  liquidated.  If  they  are  not  the 
Congress  will  take  action  on  it  when  they 
come  before  it  in  the  next  2  years. 

Mr.  KEEFE.  Should  they  not  be  trans¬ 
ferred  to  the  RFC? 

Mr.  WHITTINGTON.  I  anticipated 
that.  Public  Law  109,  approved  June  30, 
1945 — my  recollection  is  the  act  is  dated 
June  30,  1945,  effective  the  1st  of  July — 
takes  care  of  it.  That  has  been  antici¬ 
pated.  I  now  yield  to  the  gentleman  from 
California  [Mr.  Hinshaw]  . 

Mr.  HINSHAW.  As  I  recall,  subsec¬ 
tion  (b)  of  section  304  contains  a  pro¬ 
viso  on  page  15  of  the  bill  which  states 
in  substance  that  these  corporations  shall 
be  liquidated  provided  that  prior  thereto 
any  sueh  corporation  may  be  reincorpor¬ 
ated  by  an  act  of  Congress,  and  so  forth. 

Of  course,  that  is  a  permissive  thing 
and  it  is  entirely  up  to  the  Congress 
whether  or  not  the  permission  be  granted 
that  it  be  reincorporated;  but  might  it 
not  be  considered  that  this  permissive 
language  is  permissive  likewise  for  a 
corporation  to  continue,  in  some  way? 
What  is  the  reason  for  that  language 
being  in  there  at  all  when  it  is  permis¬ 
sion? 

Mr.  WHITTINGTON.  I  will  answer 
the  gentleman  in  the  negative  by  saying 
that  is  the  best  language  the  committee 
was  able  to  devise  for  two  purposes; 
first,  they  have  to  be  liquidated,  if  they 
are  not  reincorporated  by  an  act  of 
Congress.  Second,  if  so  reincorporated, 
it  will  be  with  specific  powers,  privileges, 
and  duties  as  provided  by  such  act. 

Mr.  HINSHAW.  Would  the  act  be  any 
different  in  effect  if  that  proviso  was 
stricken  out? 

Mr.  WHITTINGTON.  I  think  the 
proviso  should  remain  there  to  make 
definite  and  certain  it  is  intended  that 
these  corporations  are  to  be  liquidated 
unless  they  are  reincorporated  by  a 
specific  act  of  Congress. 

Mr.  JENKINS.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  WHITTINGTON.  I  yield  to  the 
gentleman  from  Ohio. 

Mr.  JENKINS.  I  should  like  to  ask 
the  gentleman  two  questions.  I  under¬ 
stood  the  gentleman  to  say  that  under 
some  circumstances  the  Bureau  of  the 
Budget,  if  it  finds  certain  situations 
exist,  can  change  the  classification  of  a 
corporation.  For  instance,  it  can  trans- 
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fer  a  corporation  from  one  group  to 
another. 

Mr.  WHITTINGTON.  No;  I  did  not 
say  that.  Here  is  what  I  did  say,  so  that 
there  may  be  no  misunderstanding :  This 
bill  provides  in  specific  language  that  if 
the  Director  of  the  Bureau  of  the  Budget 
finds  that  the  corporation  is  not  neces¬ 
sary  to  accomplish  the  purposes  for 
which  it  was  organized  and  its  purpose 
can  more  properly  be  accomplished  and 
carried  out  by  an  agency  or  department 
of  the  Government,  he  will  recommend 
that  it  be  treated  not  as  a  corporation 
but  as  an  agency  of  the  Government. 

Mr.  JENKINS.  He  makes  that  recom¬ 
mendation  back  to  the  Congress? 

Mr.  WHITTINGTON.  Yes. 

Mr.  JENKINS.  As  I  understand  it 
then,  that  will  give  him  a  chance  to  clear 
out  a  lot  of  these  corporations  that  are 
sort  of  worn  out  and  that  are  on  the 
edge,  as  far  as  jurisdiction  is  concerned. 
He  will  have  a  good  deal  of  authority, 
if  he  will  exercise  it,  to  clean  up  some 
of  those  things? 

Mr.  WHITTINGTON.  Yes;  and  the 
matter  the  gentleman  from  Wisconsin 
[Mr.  Keefe]  brought  to  our  attention 
will  be  facilitated.  If  you  will  take  the 
list  of  corporations  in  section  101,  one 
after  the  other  is  organized,  as  I  stated 
in  my  preliminary  observations,  under 
the  laws  of  the  State  of  Delaware  or 
under  the  laws  of  some  other  State.  We 
Members  of  Congress  have  a  look  at  them 
for  the  first  time  here,  if  this  bill  is 
passed. 

Mr.  JENKINS.  I  want  the  gentleman 
to  discuss,  if  he  will,  just  a  minute,  the 
Tennessee  Valley  Authority.  I  notice  on 
the  second  page  there  are  two  corpora¬ 
tions.  There  is  the  Tennessee  Valley 
Authority  and  also  Tennessee  Valley  As¬ 
sociated  Cooperatives,  Inc.  What  is  the 
difference? 

Mr.  WHITTINGTON.  The  Tennessee 
Valley  Authority  was  created  as  a  corpo¬ 
ration  by  an  act  of  Congress.  The  Ten¬ 
nessee  Valley  Associated  Cooperatives, 
Inc.,  was  created  under  the  laws  of  the 
State  of  Tennessee.  I  am  not  going  to 
discuss  the  merits  of  that  organization, 
but  this  bill  will  provide  that  it  certainly 
cannot  function  very  much  longer  unless 
the  Congress  approves  it  because  that  is 
one  of  the  institutions  that  has  to  come 
before  us  at  the  expiration  of  the  next 
2  years. 

Mr.  JENKINS.  I  would  like  to  ask 
several  other  questions,  if  I  may.  As  I 
remember  it — and  I  think  I  am  right  in 
this  proposition — the  Tennessee  Valley 
Authority  has  for  years  been  the  prin¬ 
cipal  bone  of  contention  with  reference 
to  the  matter  of  the  jurisdiction  of  the 
General  Accounting  Office;  is  that  right? 

Mr.  WHITTINGTON.  I  will  say 
there  has  been  a  very  considerable  con¬ 
troversy  with  respect  to  it. 

Mr.  JENKINS.  It  has  been  running 
on  for  years. 

Mr.  WHITTINGTON.  I  will  say,  in  all 
fairness,  that  the  law  now  provides  for 
an  audit  of  the  Tennessee  Valley  Author¬ 
ity.  It  also  provides  for  an  audit  of  the 
Crop  Insurance  Corporation,  and  in  the 
law  as  it  existed  before  the  George 
Act  there  was  a  provision  that  does  not 
obtain  in  this  law.  It  is  utterly  indefen¬ 
sible.  That  provision  is  they  have  got  to 
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present  their  audit  to  these  two  corpora¬ 
tions  before  they  present  it  to  the  Con¬ 
gress.  That  is  definitely  repealed  by  this 
bill. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Mississippi  has  expired. 

Mr.  MANASCO.  Mr.  Chairman,  I 
yield  the  gentleman  10  additional  min¬ 
utes. 

Mr.  JENKINS.  I  think  perhaps  this 
is  the  most  important  issue  involved,  if 
there  is  any  issue,  and  I  want  to  compli¬ 
ment  the  gentleman  on  the  fine  under¬ 
standing  he  has  of  this  bill  and  the  very 
fine  way  in  which  he  has  explained  it. 
He  no  doubt  has  given  it  a  great  deal  of 
consideration.  To  get  back  to  the  Ten¬ 
nessee  Valley  Authority,  that  has  been 
the  real  bone  of  contention  in  Congress 
for  many  years.  The  gentleman  knows 
all  about  it,  I  am  sure,  so  I  would  like  to 
ask  him  this  question:  Does  this  law  pro¬ 
vide  that  the  General  Accounting  Office 
can  audit  the  Tennessee  Valley  Au¬ 
thority? 

Mr.  WHITTINGTON.  It  certainly 
does. 

Mi'.  JENKINS.  Very  well.  On  my 
left  a  very  distinguished  gentleman,  one 
of  the  best-posted  gentlemen  of  the 
House,  answers  to  the  contrary,  and  that 
raises  a  question  in  my  mind. 

Mr.  WHITTINGTON.  Pardon  me. 
There  ought  not  to  be  any  misunder¬ 
standing.  The  corporations  are  named, 
and  they  are  named  specifically. 

Mr.  JENKINS.  But  there  are  two  in¬ 
stances  in  this  bill,  on  page  5  and  on 
page  6,  where  special  exceptions  are 
made  with  reference  to  the  Tennessee 
Valley  Authority. 

Mr.  WHITTINGTON.  Wait  1  minute 
now.  Let  us  have  no  misunderstanding 
about  it.  The  first  exception  with  re¬ 
spect  to  the  Tennessee  Valley  Authority 
is  in  section  104,  and  that  language  is 
this,  and  I  quote: 

Nor  shall  any  provisions  of  this  section  be 
construed  as  affecting  in  any  way  the  pro¬ 
visions  of  section  26  of  the  Tennessee  Valley 
Authority  Act,  as  amended. 

That  was  a  controversial  matter,  and 
I  made  the  statement  in  the  beginning 
that  the  committee  took  the  view  that 
it  was  not  the  province  of  this  committee 
to  undertake  to  change  the  substantive 
law.  Our  province  was  to  provide  for  a 
budgeting  and  an  accounting  under  ex¬ 
isting  law,  and  we  felt  that  if  you  amend¬ 
ed  section  26  it  should  be  taken  up  on 
its  merits  and  disposed  of  by  Congress. 

Mr.  JENKINS.  To  put  the  gentleman 
right — of  course,  he  knows  more  about 
it  than  I  do — but  he  will  notice  down 
further  in  section  105  the  Tennessee  Val¬ 
ley  Authority  is  referred  to  especially, 
with  special  exemptions  at  the  bottom  of 
page  5  and  the  top  of  page  6. 

Mr.  WHITTINGTON.  I  stated  in  the 
beginning  that  there  were  two  exceptions 
here  and  that  they  were  intended  not  to 
change  the  substantive  law  with  respect 
to  the  agencies  referred  to,  as  in  this 
instance,  the  Tennessee  Valley  Author¬ 
ity.  The  first  provision  in  section  104 
has  to  do  with  the  spending  of  receipts. 
The  second  provision,  which  occurs  in 
section  105  in  the  act  of  November  21, 
1941,  an  act  passed  by  Congress,  has  to 
do  with  the  expenditure  of  items,  and 
it  leaves  to  the  Authority  whether  that 


be  right  or  wrong.  This  committee  has 
not  undertaken  to  say,  but  it  leaves  to 
the  Directors  of  that  Authority  rather 
than  the  Comptroller  General’s  opinion 
whether  or  not  the  expenditures  made 
are  necessary  to  carry  out  the  provisions 
of  the  Corporation’s  creating  act.  Per¬ 
sonally,  I  think  that  that  law  ought  to 
be  changed,  but  this  is  not  the  time  nor 
place.  That  is  a  controversial  matter. 
Congress  has  passed  on  it.  We  leave  it 
just  where  we  find  it,  but  the  Comptroller 
General  reports  to  Congress  so  that  ap¬ 
propriate  action  may  be  taken.  I  repeat 
that  the  Comptroller  General  reports 
that  to  the  Congress,  and  if  the- Congress 
agrees  with  the  Comptroller  General 
Congress  can  take  proper  action. 

Mr.  JENKINS.  Does  the  Comptroller 
General  approve  this  section  of  the  TVA? 
The  reason  I  ask  that  is  this:  The  Comp¬ 
troller  General’s  department  for  many 
years  has  been  demanding  that  we  pro¬ 
vide  legislation  to  audit  the  TVA,  and  the 
TVA  has  been  the  most  arrogant  vio¬ 
lator — 

Mr.  WHITTINGTON.  Your  question, 
please.  I  understand  that  there  is  con¬ 
troversy  about  the  TVA.  What  is  the 
gentleman’s  question? 

Mr.  JENKINS.  Does  this  law  audit 
the  TVA? 

Mr.  WHITTINGTON.  I  have  stated 
repeatedly  that  it  does. 

Mr.  JENKINS.  Very  well. 

Mr.  WHITTINGTON.  It  audits  the 
TVA  in  a  businesslike  manner,  and  re¬ 
quires  them  to  submit  a  proper  budget. 
A  commercial  audit  is  to  be  done,  and  it 
is  the  most  forward  step  with  respect 
not  only  to  the  control  of  the  $700,000,- 
000  that  the  people  of  the  United  States 
have  invested  in  the  TVA,  but  in  follow¬ 
ing  up  the  other  investments  we  have 
made  in  other  corporations. 

Mr.  VOORHIS  of  California.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  WHITTINGTON.  I  yield  to  the 
gentleman  from  California. 

Mr.  VOORHIS  of  California.  I  would 
like  to  ask  the  gentleman  one  or  two 
questions.  Referring  to  section  304  (b) 
again,  in  the  first  place  am  I  correct  in 
assuming  that  section  304  (b)  does  not 
affect  corporations  which  have  been  cre¬ 
ated  by  act  of  Congress? 

Mr.  WHITTINGTON.  It  does  not. 

Mr.  VOORHIS  of  California.  In  other 
words,  it  only  affects  those  corporations 
which  have  been  created  by  the  action  of 
some  executive  agency  or  in  some  other 
manner? 

Mr.  WHITTINGTON.  No;  as  author¬ 
ized  by  Congress,  under  State  law,  or 
recognized  by  Congress,  perhaps. 

Mr.  VOORHIS  of  California.  I  mean, 
if  the  corporation  itself  has  been  created 
by  an  act  of  Congress,  this  section  would 
not  apply,  as  I  understand  it. 

Mr.  WHITTINGTON.  That  is  right. 

Mr.  VOORHIS  of  California.  But  all 
other  corporations  would  cease  to  oper¬ 
ate  in  1948  unless  the  Congress  in  the 
meantime  passed  legislation  setting 
them  up? 

Mr.  WHITTINGTON.  They  would  be 
liquidated  and  dissolved  if  not  operating 
under  Federal  charters. 

Mr.  VOORHIS  of  California.  So  the 
net  result  of  the  bill,  as  I  understand, 
will  be,  first  of  all,  that  all  Government 


corporations  will  make  an  annual  budg¬ 
etary  report  to  Congress,  and  they  will 
be  audited  in  order  to  prevent  action  by 
the  corporations  which  is  contrary  to  the 
intent  of  Congress  with  regard  to  them; 
and  second,  that  after  1948  there  will  not 
be  in  existence  any  Government  corpora¬ 
tions  except  those  duly  authorized  by 
specific  action  of  the  Congress. 

Mr.  WHITTINGTON.  Unless  Congress 
extends  them  and  authorizes  them  to 
continue. 

Mr.  VOORHIS  of  California.  Why  is  it 
considered  necessary  to  limit  the  holdings 
of  Government  bonds  by  corporations? 

Mr.  WHITTINGTON.  The  bill  does 
not  limit  that,  it  just  provides  that  these 
corporations  can  issue  bonds  and  deben¬ 
tures  of  $100,000  without  taking  it  up 
with  the  Treasury. 

Mr.  HENRY.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  WHITTINGTON.  I  yield  to  the 
gentleman  from  Wisconsin. 

Mr.  HENRY.  Something  has  been 
said  here  about  the  attitude  of  the  Comp¬ 
troller  General  with  reference  to  one 
particular  section.  Is  it  not  true  that 
the  Comptroller  General  highly  favors 
the  passage  of  this  bill? 

Mr.  WHITTINGTON.  Yes.  He  not 
only  favors  it,  but  recommended  it  in 
very  strong  and  persuasive  language. 

Mr.  CHURCH.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  WHITTINGTON.  I  yield  to  the 
gentleman  from  Illinois. 

Mr.  CHURCH.  I  wish  to  commend 
the  gentleman  for  his  industry  in  pre¬ 
senting  this  bill  and  for  his  fine  woi'k  on 
the  committee.  His  explanation  here  on 
the  floor  has  demonstrated  that  this 
measure  has  already  been  too  long  de¬ 
layed.  May  I  ask  the  gentleman  to  cover 
one  point  briefly.  The  gentleman  re¬ 
calls  that  I  raised  the  question  of  the 
economy  of  having  two  audits.  I  think 
the  gentleman  covered  that  very  well  in 
the  hearings,  but  for  the  benefit  of  the 
House  I  wish  he  would  cover  that  briefly 
now. 

Mr.  WHITTINGTON.  I  anticipated 
the  question  by  calling  attention  to  the 
fact  that  in  section  301  we  affirmatively 
require  the  Comptroller  General  to  give 
careful  consideration  to  those  adminis¬ 
trative  audits  that  are  now  required  by 
law  to  be  made.  We  did  not  prevent  him, 
when  he  audited  the  head  agency,  if  he 
found  that  something  was  wrong  with  a 
subsidiary  organization,  from  going  into 
that  and  ferreting  it  out  and  reporting 
it  to  Congress  and  auditing  it.  However, 
we  did  undertake  to  prevent  a  duplica¬ 
tion  in  expenditures,  because  the  House 
will  keep  in  mind  that  all  of  these  corpo¬ 
rations  pay  for  these  audits  out  of  their 
funds  ultimately,  and  they  are  required 
by  the  specific  provisions  of  this  bill  to 
do  so. 

Mr.  CHURCH.  There  is  no  release  of 
the  responsibility  of  the  corporations  to 
audit  their  own  affairs? 

Mr.  WHITTINGTON.  There  is  no  re¬ 
lease  when  required  by  Congress,  or  for 
the  functioning  of  the  corporations.  We 
do  prohibit  private  audits  that  would  be  a 
repetition  of  these  Government  audits 
that  will  be  made  by  the  Comptroller 
General,  and  properly  so. 
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Mr.  LEMKE.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  WHITTINGTON.  I  yield  to  the  . 
gentleman  from  North  Dakota. 

Mr.  LEMKE.  I  understand  that  the 
Treasury  Department  has  not  been 
audited  by  independent  auditors  since  its 
inception.  Why  should  it  not  be  in¬ 
cluded,  and  why  should  we  not  know 
more  about  what  really  is  taking  place, 
so  that  a  lot  of  the  inaccurate  statements 
in  regard  to  money  in  circulation  may 
be  finally  straightened  out? 

Mr.  WHITTINGTON.  I  do  not  know 
of  any  provision  in  the  Budget  and 
Accounting  Act  that  exempts  the  Treas¬ 
ury  Department  from  the  provisions  of 
that  act.  On  the  contrary,  for  20  years 
and  more  I  have  considered  the  Budget 
recommendations  with  respect  to  the 
Treasury  and  Post  Office  Departments, 
annually,  and  the  Treasury  Department 
is  under  the  Budget  and  Accounting  Act 
and  is  not  exempted  in  any  way. 

Mr.  REES  of  Kansas.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  WHITTINGTON.  I  yield  to  the 
gentleman  from  Kansas. 

Mr.  REES  of  Kansas.  The  gentleman 
has  called  attention  to  the  fact  that 
we  have  63,  I  believe,  of  these  corpora¬ 
tions.  Most  of  them  have  come  into 
being  in  the  last  10  or  12  years.  Evi¬ 
dently,  from  what  the  gentleman  has 
said.  Congress  has  been  rather  derelict 
in  its  duty  in  not  having  had  an  ac¬ 
counting  long  before  now. 

Mr.  WHITTINGTON.  The  RPC  was 
established  under  Hoover,  but  it  is  never 
too  late  to  repent. 

Mr.  REES  of  Kansas.  Now,  in  the 
last  days,  when  we  are  about  to  eliminate 
some  of  these  agencies,  we  are  talking 
about  auditing  them.  Does  not  the  gen¬ 
tleman  believe  we  are  a  little  late? 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Mississippi  has  expired. 
The  gentleman  has  consumed  1  hour, 
and  if  further  time  is  yielded  to  him  it 
will  have  to  be  by  unanimous  consent. 

Mr.  MANASCO.  Mr.  Chairman,  I 
yield  one  additional  minute  to  the  gen¬ 
tleman  from  Mississippi. 

The  CHAIRMAN.  Without  objection, 
the  gentleman  from  Mississippi  is  recog¬ 
nized  for  one  additional  minute. 

There  v/as  no  objection. 

Mr.  WHITTINGTON.  When  we  ap¬ 
peared  before  the  Committee  on  Rules 
this  final  question  was  asked  me:  “How 
much  money  will  the  Government  of  the 
United  States  lose  because  of  these  war 
corporations?”  I  answered  then  as  I 
answer  now,  “Frankly,  I  do  not  know.” 
But  $9,200,000,000  has  been  advanced 
by  the  Federal  Treasury  to  build  many 
of  the  plants  for  war  facilities,  and  for 
food  subsidies  and  production.  We  may 
realize  10  percent  on  some  of  that  $9,- 
200,000,000.  We  may  realize  more,  and 
I  trust  we  will,  but  it  is  difficult  and 
really  impossible  at  this  time  to  forecast 
the  losses.  We  know  enough  to  know 
that  the  war  losses  will  be  enormous.  I 
will  say  that  under  the  terms  of  this 
bill  the  Congress  will  be  advised  annually 
as  to  the  progress  and  liquidation  of  these 
corporations. 

Congress  owes  it  to  the  taxpayers  to 
safeguard  the  public  funds  invested  in 
Government  corporations.  Control  and 


examination  are  essential  to  protect  the 
integrity  of  the  corporations.  Efficient 
Government  corporations  should  wel¬ 
come  examination  and  inefficient  corpo¬ 
rations  should  be  subjected  to  audit  and 
scrutiny.  The  bill  will  not  destroy  cor¬ 
porations,  but  it  will  enable  the  Con¬ 
gress,  as  the  stockholders  of  the  people, 
to  follow  up,  examine,  scrutinize,  and 
protect  the  investments  of  the  taxpayers. 
The  bill  is  the  most  forward  step  toward 
promoting  the  sound  financial  struc¬ 
ture  of  the  Government  that  could  be 
taken  by  the  Congress.  It  marks  an 
advance  in  the  right  direction  that  has 
been  too  long  delayed.  It  provides  for 
coordination  and  for  control  by  pro¬ 
viding  budgets  and  audits  that  are  sound 
and  in  the  public  interest. 

(Mr.  WHITTINGTON  asked  and  was 
given  permission  to  revise  and  extend 
his  remarks.) 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Mississippi  has  expired. 

Mr.  HOFFMAN.  Mr.  Chairman,  I  yield 
7  minutes  to  the  gentleman  from  Cali¬ 
fornia  [Mr.  Welch], 

Mr.  WELCH.  Mr.  Chairman,  I  ask 
unanimous  consent  to  speak  out  of  order. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
California? 

There  was  no  objection. 

Mr.  WELCH.  Mr.  Chairman,  notice 
has  been  served  that  after  October  31, 
1945,  funds  provided  under  the  humani¬ 
tarian  Lanham  Act  will  not  be  available 
for  the  continuance  of  child-welfare 
centers  throughout  the  country.  This 
creates  a  most  critical  situation  in  many 
sections  of  the  country. 

The  Pacific  Coast  States  of  California, 
Oregon,  and  Washington  have  been  a 
vast  training  center  for  hundreds  of 
thousands  of  men  drafted  into  the  armed 
services.  Because  they  were  to  be  lo¬ 
cated  in  these  training  camps  for  some 
periods  of  time,  thousands  of  men 
brought  their  wives  and  children  to  live 
near  them.  Unable  to  adequately  sup¬ 
port  their  families  on  the  small  allow¬ 
ances  given  by  the  Government,  these 
wives  took  positions  in  all  kinds  of  work 
to  supplement  their  family  incomes. 

In  the  city  of  San  Francisco  and  the 
bay  area  this  problem  is  more  acute  than 
in  any  other  section  of  the  United  States. 
San  Francisco  is  the  world’s  greatest 
port  of  embarkation  at  the  present  time. 
Thousands  of  mothers,  with  their  chil¬ 
dren,  have  located  in  San  Francisco  and 
the  bay  area,  where  they  will  remain 
until  their  husbands  return  from  over¬ 
seas.  Many  of  them  are  employed  in 
productive  work  because  it  is  necessary 
for  them  to  continue  helping  in  the  sup¬ 
port  of  their  children.  „ 

While  it  is  true  that  war  work  has 
stopped  in  most  sections  of  the  country, 
it  is  not  true  in  San  Francisco  and  the 
San  Francisco  Bay  area.  At  the  end  of 
August  more  than  400  ships  were  in  San 
Francisco  Bay  shipyards  for  repairs  and 
reconditioning.  This  work  will  continue 
as  long  as  we  have  troops  overseas. 
Until  all  of  these  ships  have  been  com¬ 
pletely  reconditioned  there  will  be  full 
employment  for  many  of  these  mothers 
in  the  shipyards  and  related  industries. 

The  children  of  men  still  in  our  armed 
forces  deserve  every  opportunity  we  can 


give  them.  These  good  mothers,  ear¬ 
nestly  striving  to  keep  their  homes  intact, 
should  receive  every  assistance  our  Gov¬ 
ernment  can  give  them.  It  will  be  tragic 
to  close  these  child  centers  when  they  are 
so  badly  needed. 

The  situation  is  so  acute  in  the  city  of 
San  Francisco  that  almost  every  public 
organization  interested  in  social  welfare 
has  urged  and  petitioned  the  mainte¬ 
nance  of  these  child  centers.  Congress 
should  take  immediate  steps  to  guaran¬ 
tee  the  continuance  of  them  as  long  as 
they  are  needed. 

Mr.  Chairman,  I  ask  unanimous  con¬ 
sent  to  include  as  a  part  of  my  remarks 
a  resolution  adopted  by  the  Board  of 
Education  of  the  City  and  County  of  San 
Francisco  on  September  4,  1945. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
California? 

There  was  no  objection. 

(The  matter  referred  to  is  as  follows:) 

Resolved,  That  this  board  of  education  does 
hereby  memorialize  the  President  of  the 
United  States  to  take  such  steps  as  may  be 
necessary  to  continue  to  provide  for  the  main¬ 
tenance  of  child-care  centers  in  the  city  and 
county  of  San  Francisco  until  such  time  as 
the  services  of  working  mothers  may  be  dis¬ 
pensed  with;  and  further 

Resolved,  That  Governor  Warren  be  urged 
to  include  in  a  call  for  the  next  special  session 
of  the  legislature  any  legislation  needed  for 
the  continuance  of  the  authority  of  school 
districts  to  operate  child-care  centers  with 
Federal  funds  until  the  services  of  working 
mothers  may  be  dispensed  with;  further 

Resolved,  That  copies  of  this  resolution  be 
transmitted  to  the  President  of  the  United 
States,  to  His  Excellency,  Earl  C.  Warren,  Gov¬ 
ernor  of  the  State  of  California,  as  well  as  to 
United  States  Senators  Downey  and  Know- 
land  and  Congressmen  Welch  and  Havenner. 

Mr.  MCDONOUGH.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  WELCH.  I  am  glad  to  yield  to  my 
colleague  from  California. 

Mr.  McDONOUGH.  Mr.  Chairman,  I 
endorse  what  the  gentleman  from  Cali¬ 
fornia  has  said  concerning  the  child-care 
centers.  May  I  contribute  to  his  remarks 
by  saying  that  the  problem  is  just  as  acute 
in  southern  California  in  Los  Angeles 
County,  not  only  because  of  the  working 
mothers,  but  because  of  the  wives  of  the 
thousands  of  servicemen  who  are  await¬ 
ing  the  return  of  their  husbands  from  the 
South  Pacific.  In  southern  California  we 
have  some  of  the  largest  training  camps 
where  the  wives  of  servicemen  who  are 
awaiting  the  return  of  their  husbands 
need  the  help  of  the  child-care  centers  to 
take  care  of  their  children.  It  would  be 
a  tragedy  if  the  child-care  centers  were 
shut  off.  In  endorsing  my  colleague’s  re¬ 
marks,  I  urge  the  Congress  to  give  serious 
consideration  to  this  humanitarian  prop¬ 
osition. 

Mr.  WELCH.  I  appreciate  my  col¬ 
league’s  statement. 

Mr.  ANGELL.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  WELCH.  I  yield. 

Mr.  ANGELL.  Mr.  Chairman,  in  my 
district  conditions  exist  almost  identical 
with  those  which  the  gentleman  has 
mentioned  in  the  bay  area  around  San 
Francisco.  I  met  with  a  great  many  of 
the  social  agencies  in  my  district  while 
I  was  there  recently  during  the  recess. 
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The  social  welfare  agencies  are  at  their 
wits’  end  as  to  what  to  do  when  this  order 
becomes  effective  and  the  day  nurseries 
and  recreational  centers  for  children  are 
closed.  Literally  thousands  of  families 
in  that  area  who  have  come  there  as  war 
workers  and  the  families  of  servicemen 
have  young  children  who  are  receiving 
care  in  these  day  nurseries.  There  will 
be  no  way  to  take  care  of  them  while  the 
mothers  are  working  if  the  nurseries  are 
closed.  It  is  still  a  war  problem  and  not 
a  local  one.  It  is  a  very  urgent  problem 
that  the  Congress  should  face,  and  at 
least  give  temporary  relief  until  the  local 
agencies  or  the  State  agencies  can  act,  if 
it  .is  ultimately  determined  they  should 
be  the  ones  to  take  over  the  problem.  At 
the  present  time  they  cannot  act.  I  urge 
the  Congress  to  act  at  once  so  these  nur¬ 
series  can  be  maintained  to  care  for 
children  of  veterans  and  war  workers. 

Mr.  WELCH.  I  thank  the  gentleman 
from  Oregon  for  his  remarks. 

Mr.  JOHNSON  of  California.  Will  the 
gentleman  yield? 

Mr.  WELCH.  I  yield  to  my  colleague. 

Mr.  JOHNSON  of  California.  I  want 
to  supplement  the  gentleman’s  fine  state¬ 
ment.  Probably  the  most  acute  place  in 
California  with  reference  to  this  situa¬ 
tion  is  the  city  of  Vallejo.  We  are  doing 
all  we  can  to  get  the  Federal  Government 
to  carry  out  the  letter  and  spirit  of  the 
Lanham  Act  by  taking  care  of  these  very 
situations.  The  entire  problem  there  is 
due  100  percent  to  the  impact  of  the 
war.  I  hope  the  Members  of  Congress 
and  the  Federal  agencies  will  give  heed 
to  the  gentleman’s  warning  about  the 
continuance  of  these  projects  so  long 
as  the  effects  of  the  war  impact  are  in 
those  communities. 

Mr.  WELCH.  I  thank  the  gentleman 
from  California. 

Mr.  HAVENNER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  WELCH.  I  yield  to  my  colleague 
from  California. 

Mr.  HAVENNER.  I  want  to  endorse 
the  recommenations  made  by  my  col¬ 
league  from  San  Francisco  for  the  con¬ 
tinuation  of  this  very  important  service 
for  the  children  of  working  mothers  and 
the  wives  and  widows  of  servicemen  in 
particular.  I  have  had  scores  of  letters 
from  mothers  in  San  Francisco  saying 
that  they  would  not  know  how  to  get 
along,  how  to  keep  their  families  decently 
unless  this  service  should  be  continued. 
The  appeal  for  continuation  of  the  serv¬ 
ice  has  been  endorsed  by  every  civic 
agency  in  San  Francisco. 

Mr.  WELCH.  That  is  true,  and  I 
thank  my  colleague. 

Mr.  DOYLE.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  WELCH.  I  yield  to  my  colleague 
from  California. 

Mr.  DOYLE.  I  wish  to  endorse  and 
supplement  the  statement  made  by  the 
distinguished  gentleman  from  Califor¬ 
nia.  I  have  been  informed  that  at  the 
present  time  more  than  40  percent  of 
the  children  in  the  child-care  centers  in 
Los  Angeles  County  and  in  California 
are  children  of  men  still  in  the  armed 
forces.  So  certainly  it  becomes  the  obli¬ 
gation  of  the  Federal  Government  to 
have  these  children  well  cared  for. 
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There  are  more  than  21,000  such  chil¬ 
dren  in  the  State  of  California,  and  over 
half  of  them  are  in  Los  Angeles  County. 
They  have  held  mass  meetings  there.  I 
have  received  more  letters  on  this  sub¬ 
ject  in  the  last  2  weeks  than  on  any  other 
subject.  I  hope  the  Congress  will  take 
whatever  steps  may  be  necessary,  at 
least  to  extend  the  use  of  these  funds 
for  a  period  of  several  months,  until  the 
State  of  California  can  get  in  line  to  do 
its  duty. 

Mr.  WELCH.  I  appreciate  my  col¬ 
league’s  remarks. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  California  [Mr. 
Welch]  has  expired. 

Mr.  HOFFMAN.  Mr.  Chairman,  I  yield 
30  minutes  to  the  gentleman  from  Ohio 
[Mr.  Bender], 

Mr.  BENDER.  Mr.  Chairman,  I  ask 
unanimous  consent  to  speak  out  of  order 
part  of  the  time. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Ohio? 

There  was  no  objection. 

Mr.  BENDER.  Mr.  Chairman,  the  gen¬ 
tleman  from  Mississippi  [Mr.  Whitting¬ 
ton]  made  as  fine  a  statement  in  support 
of  a  measure  considered  by  the  Commit¬ 
tee  of  the  Whole  as  I  have  heard  since  I 
became  a  Member  of  this  House.  I  do 
not  know  a  Member  who  is  more  thor¬ 
oughly  conversant  with  his  subject  than 
the  gentleman  from  Mississippi  [Mr. 
Whittington].  I  do  not  know  what  any¬ 
one  could  add  to  the  excellent  statement 
he  has  made  for  this  measure.  He  has 
answered  all  questions  of  the  skeptics  in 
committee,  out  of  committee,  and  on  the 
floor  of  the  House.  I  am  sure  there  will 
not  be  an  adverse  vote  on  the  floor 
against  this  bill.  I  have  indicated  to  the 
chairman  and  some  of  the  members  of 
the  committee  that  I  propose  to  use  most 
of  the  time  allotted  to  me  on  some  ques¬ 
tions  other  than  those  pertinent  in  this 
measure. 

Mr.  BUCK.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BENDER.  I  yield. 

Mr.  BUCK.  The  bill  specifically  lists 
the  different  corporations  that  come 
within  its  provisions.  Does  that  mean 
that  there  are  other  Government  corpo¬ 
rations  that  are  excluded  from  the  pro¬ 
visions  of  the  bill? 

Mr.  BENDER.  Does  the  gentleman 
from  Mississippi  [Mr.  Whittington]  wish 
to  answer  the  question? 

Mr.  WHITTINGTON.  I  believe  the 
gentleman  has  answered  it  correctly. 
This  includes  every  corporation  we  were 
able  to  ascertain  or  that  any  agency  of 
the  Government  was  able  to  ascertain, 
including  some  that  were  in  liquidation 
put  in  here  to  make  assurance  doubly 
sure  that  we  had  omitted  none. 

Mr.  BENDER.  If  any  corporation  has 
been  omitted  and  the  gentleman  will  let 
us  have  the  name  of  the  corporation  we 
shall  be  pleased  to  add  it. 

As  the  United  States  Congress  recon¬ 
venes  to  consider  the  many  complex 
problems  immediately  before  the  Na¬ 
tion,  it  is  important  that  the  guiding 
lines  of  national  policy  be  clarified  and 
redrawn  to  avoid  the  danger  of  losing 
ourselves  in  the  multiplicity  of  details 
which  must  be  considered. 


In  my  judgment  there  are  three  basic 
problems  which  must  be  solved  by  Con¬ 
gress  in  cooperation  with  the  executive 
department  of  our  Government  and  our 
military  staffs.  These  issues  are: 

First.  The  determination  of  the  most 
effective  methods  of  establishing  and 
maintaining  a  genuine  world  peace  in 
which  the  causes  of  war  are  eliminated. 

Second.  The  restoration  of  American 
military  personnel  to  civilian  life  as 
speedily  as  possible. 

Third.  The  establishment  of  a  peace¬ 
time  economy  at  home  capable  of  fur¬ 
nishing  full  employment  by  private  in¬ 
dustry  to  all  who  seek  work. 

1.  To  achieve  the  first  objective  of 
this  policy,  it  is  clearly  essential  that 
the  capacity  of  those  nations  which  have 
adopted  aggressive  warfare  as  part  of 
their  political  philosophy  be  disarmed 
and  kept  disarmed.  The  capacity  of 
both  Japan  and  Germany  to  wage  war 
must  be  utterly  obliterated  and  that  de¬ 
struction  must  not  be  repaired  as  time 
goes  by. 

Obviously  enough,  the  supervision  of 
the  processes  by  which  we  dismantle  the 
industries  of  the  former  Axis  countries 
and  the  methods  by  which  we  seek  to 
reeducate  the  peoples  of  these  lands 
must  be  the  primary  responsibility  of  the 
United  Nations.  Both  the  policing  and 
the  retraining  of  the  conquered  aggres¬ 
sors  will  necessarily  require  the  long- 
continued  presence  of  thousands  of  men 
and  women  from  our  own  land  on  for¬ 
eign  soil.  It  is  a  major  task  of  Congress 
to  establish  conditions  which  will  induce 
our  own  citizens  voluntarily  and  happily 
to  engage  in  this  work  of  reconstruction. 

Military  service  overseas  must  be  com¬ 
pensated  at  higher  rates  of  pay;  educa¬ 
tional  opportunities  must  be  provided; 
living  standards  must  be  raised  to  at¬ 
tract  alert  and  able  military  and  civilian 
personnel  for  these  assignments.  Noth¬ 
ing  less  will  suffice,  for  on  our  ability  to 
do  this  job  effectively  may  rest  the  en¬ 
tire  future  of  our  own  country,  and  in¬ 
deed,  of  mankind. 

The  policing  and  retraining  of  Nazi 
Germany  has  been  well  begun.  There, 
cooperative  and  immediately  contiguous 
members  of  the  United  Nations  who  have 
suffered  two  disastrous  wars  in  one  gen¬ 
eration  can  be  relied  upon  to  act  strongly 
in  their  own  self  interest.  In  the  treat¬ 
ment  of  Japan,  the  prospects  for  equal 
success  are  not  yet  apparent. 

Thus  far,  the  occupation  of  the  main 
islands  of  Japan  has  been  an  exclusively 
American  task.  It  should  be  expanded 
at  once  to  include  occupation  forces  from 
other  nations,  particularly  from  those 
nations  which  have  felt  most  closely  the 
complete  impact  of  the  Japanese  thrust 
for  world  dominion.  China  and  Aus¬ 
tralia  have  been  more  sensitive  to  the 
threat  of  conquest  than  our  own  great 
Nation.  The  people  of  China  under¬ 
stand  the  Japanese  more  thoroughly 
than  any  other  people.  The  American 
temperament  is  almost  instinctively  an¬ 
tagonistic  to  the  occupation  of  alien 
lands.  Moreover,  our  individual  Amer¬ 
ican  soldiers,  trained  in  the  schools  of 
our  own  country  to  ready  sympathy  and 
frequently  susceptible  to  outward  kind¬ 
ness,  are  unlikely  to  make  good  police- 
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men.  To  keep  Japan  disarmed  and  to 
undertake  the  change  in  mental  attitude 
necessary  if  she  is  to  alter  her  views  on 
the  imperial  destiny  of  the  Japanese  Em¬ 
pire,  we  shall  require  years  of  tough- 
minded  occupation.  This  can  be — and 
must  be — undertaken  in  cooperation 
with  the  United  Nations. 

But  this  is  only  the  first  aspect  of  the 
problem  of  preventing  future  wars.  Our 
Government  must  work  closely  and  in¬ 
cessantly  with  the  new  Social  and  Eco¬ 
nomic  Council  of  the  United  Nations  to 
remove  the  sources  of  friction  which  fur¬ 
nish  the  sparks  of  war.  There  can  be 
no  better  assurance  of  world  peace  than 
the  raising  of  living  standards  of  men 
and  women  everywhere.  Contented 
peoples  will  not  heed  warmongers. 

2.  The  second  immediate  task  before 
us  must  be  the  restoration  of  American 
military  personnel  to  civilian  life  as  rap¬ 
idly  as  possible.  We  must  set  up  many 
more  separation  centers  than  are  now  in 
operation  to  speed  this  process.  All  eli¬ 
gible  servicemen  in  our  country  who  are 
awaiting  discharge  should  be  furloughed 
home  and  recalled  to  their  separation 
center  when  the  center  is  ready  to  act  in 
their  discharge. 

Such  a  policy  would  be  a  recognition  of 
the  human  side  of  our  military  needs. 
By  permitting  our  men  to  come  home 
while  awaiting  their  discharge  they 
would  have  an  opportunity  to  investigate 
business  openings,  plan  for  additional 
education,  and  be  reunited  with  their 
families. 

In  addition,  men  overseas  are  entitled 
to  much  more  definite  information  on  the 
plans  concerning  their  own  cases  than  is 
now  being  offered.  Every  man  in  a  for¬ 
eign  land  should  be  informed  as  to  the 
schedule  of  his  return.  Such  informa¬ 
tion  is  certainly  ascertainable  and  would 
end  the  interminable  flood  of  rumors 
which  make  life  so  uncertain  to  our  men 
overseas.  Those  who  are  scheduled  for 
relatively  late  shipment  home  should  be 
offered  educational  opportunities  on 
levels  identical  with  those  now  available 
at  home,  and  if  necessary  educational 
centers  should  be  established  at  central 
points  for  their  convenience. 

The  GI  bill  of  rights  which  has  been 
so  justly  criticized  in  its  operation  must 
be  quickly  amended  to  provide  for  a  more 
substantial  mustering-out  pay,  a  more 
liberalized  loan  policy,  and  a  clarification 
of  former  job  rights. 

Perhaps  more  than  any  one  of  these 
things,  there  must  be  an  end  to  the  im¬ 
patient  attitude  of  some  military  admin¬ 
istrative  personnel.  Perhaps  there  was 
some  excuse  for  the  treatment  of  men 
in  uniform  as  part  of  a  vast  army  with 
little  real  opportunity  for  individualized 
attention  during  hostilities.  There  is  no 
longer  any  justification  for  such  an  atti¬ 
tude.  Our  returning  soldiers  are  not 
collections  of  serial  numbers,  and  their 
problems  today  can  demand  personal  at¬ 
tention  from  those  charged  with  these 
responsibilities. 

Third.  Nothing  we  can  do  on  the  inter¬ 
national  scene  or  in  aiding  our  returning 
servicemen  and  their  families  will  be 
equal  in  effectiveness  to  the  establish¬ 
ment  of  a  peacetime  home  economy  ca¬ 
pable  of  furnishing  full  employment  by 
private  enterprise  to  all  who  seek  work. 


There  seems  to  be  an  idea  abroad  in 
the  land  that  somehow  or  other  the 
Government  must  take  care  of  every¬ 
body  with  Government  jobs.  Back  in 
1938  when  I  was  first  elected  to  Congress 
I  recall  that  we  had  78,000  men  on  WPA 
in  the  city  of  Cleveland.  Frankly,  Gov¬ 
ernment  employment  is  not  the  answer. 
This  Government  today  owes  approxi¬ 
mately  $275,000,000,000,  and  after  the 
various  corporations  organized  by  RFC 
come  to  an  end  we  will  find  that  we  pos¬ 
sibly  owe  an  additional  $25,000,000,000. 

It  has  been  variously  estimated  that 
the  national  wealth  of  the  United  States 
was  never  over  $300,000,000,000,  and 
when  the  country  is  in  the  hole  to  the 
extent  of  what  the  country  is  worth,  the 
country  is  broke.  This  business  of 
operating  with  bales  of  money,  as  they 
operate  in  some  of  these  foreign  coun¬ 
tries,  is  not  in  order  here.  I  hope  the 
dollars  that  we  are  talking  about  today 
will  at  least  have  the  value  of  the  dollars 
of  today.  The  dollar  of  today  in  America 
certainly  is  not  the  dollar  of  5  years  ago. 

Mr.  RICH.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BENDER.  I  yield  to  the  gentleman 
from  Pennsylvania. 

Mr.  RICH.  Who  got  us  into  this  ter¬ 
rible  mess  that  this  country  is  in,  which 
the  gentleman  is  now  describing?  Who 
spent  all  this  money?  We  have  asked  the 
question  for  years  where  we  were  going 
to  get  it,  but  we  never  could  get  an 
answer.  Will  the  gentleman  tell  us  who 
is  responsible? 

Mr.  BENDER.  The  gentleman  asks  a 
question.  I  refer  to  the  statement  made 
by  the  President  of  the  United  States  in 
discussing  Pearl  Harbor.  He  said  all  the 
people  were  responsible  for  Pearl  Harbor. 
Frankly,  I  disagree  with  that  point  of 
view.  But  in  reply  to  the  gentleman  from 
Pennsylvania,  the  fact  of  the  matter  is 
that  the  people  voted  for  the  present  ad¬ 
ministration  and  voted  for  it  four  times. 
It  seems  to  me  that  they  were  gluttons 
for  punishment.  But  in  any  event,  in 
this  country  where  we  have  majority  rule, 
the  people  voted  for  it.  They  wanted  it. 
Mr.  HOFFMAN.  And  they  got  it. 

Mr.  BENDER.  They  got  it,  and  they 
got  it  with  a  vengeance. 

Mr.  SMITH  of  Ohio.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  BENDER.  I  yield  to  the  gentle¬ 
man  from  Ohio. 

Mr.  SMITH  of  Ohio.  The  administra¬ 
tion  got  the  votes  by  .buying  them  with 
taxpayers’  money;  is  not  that  a  fact? 

Mr.  BENDER.  May  I  say  to  the 
gentleman  from  Ohio  that  he  is  correct. 
In  my  own  city,  in  1938,  78,000  were  on 
WPA,  receiving  Government  checks  at 
the  rate  of  $15  a  week. 

Mr.  SMITH  of  Ohio.  In  other  words, 
the  administration  attained  its  power 
with  taxpayers’  money. 

Mr.  BENDER.  There  is  no  question 
at  all  about  that. 

Mr.  RICH.  Who  is  going  to  pay  now 
for  the  administration  the  people  have 
elected  in  the  last  4  years? 

Mr.  BENDER.  I  met  a  professor  on 
the  train  going  home  one  week  end. 
This  professor  made  this  very  interesting 
observation.  He  said,  “Well,  we  owe 
this  money,  but  we  owe  it  to  ourselves.” 
That  professor  made  a  very  “screwy”  ob¬ 


servation.  We  do  not  owe  it  to  our¬ 
selves,  we  owe  it  to  each  other.  When 
I  have  a  Government  bond,  a  Liberty 
bond  or  one  of  these  War  bonds,  you 
owe  me  that  money.  You  are  a  part  of 
the  Government,  as  I  am.  If  you  have 
a  bond,  I  owe  it  to  you,  because  we  are 
all  a  part  of  the  United  States  Govern¬ 
ment.  We  cannot  write  it  off. 

Mr.  HOFFMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  BENDER.  I  yield  to  the  gentle¬ 
man  from  Michigan. 

Mr.  HOFFMAN.  I  am  not  interested 
so  much  in  who  got  us  into  it,  as  most 
of  us  know  about  that,  but  the  gentleman 
said  that  he  owed  it  and  I  owed  it,  that 
we  are  going  to  pay  each  other.  The 
gentleman  knows  very  well  we  are  going 
to  shove  it  off  on  the  returning  veterans 
and  let  them  and  their  descendants 
pay  it. 

Mr.  BENDER.  I  hope  that  that  will 
not  be  the  case. 

Mr.  HOFFMAN.  That  is  just  exactly 
what  is  happening  and  the  gentleman 
knows  it  very  well. 

Mr.  BENDER.  I  hope  that  will  not 
be  the  case,  but  I  think  that  is  in  the 
minds  of  some  people. 

Mr.  RICH.  The  gentleman  made  the 
statement  that  he  heard  a  man  in  a 
pullman  say  that  we  owed  this  debt  to 
ourselves.  The  gentleman  said  it  was 
a  screwy  statement  for  any  man  to 
make.  Did  not  the  gentleman  hear  that 
same  statement  coming  from  one  of  the 
Chief  Executives  of  this  country  a  few 
years  ago? 

Mr.  BENDER.  Of  course.  We  have 
heard  all  kinds  of  conversation.  Talk  is 
cheap.  In  this  country  for  many  years  a 
radio  voice  had  the  country  all  hypno¬ 
tized.  Many  were  not  thinking  very 
much  about  anything  else  except  listening 
to  that  radio  voice,  and  they  got  conver¬ 
sation,  loads  of  it. 

Mr.  RICH.  The  chairman  of  the 
Committee  on  Ways  and  Means  is  with 
us  now.  Probably  he  can  tell  us  how 
we  can  get  the  money  to  pay  off  all  this 
great  debt  that  we  have  created,  because 
the  Committee  on  Ways  and  Means  is  re¬ 
sponsible  for  raising  the  funds.  Prob¬ 
ably  if  the  .gentleman  were  to  ask  that 
question  of  the  gentleman  from  North 
Carolina,  he  might  be  able  to  give  us 
some  enlightenment. 

Mr.  BENDER.  I  am  sure  he  would 
tell  us  that  there  is  no  short  cut,  and  that 
all  of  us  have  to  pay  through  the  nose, 
that  only  through  taxation  can  we  pos¬ 
sibly  pay  off  this  debt.  When  you  carry 
a  debt  in  this  country  10  times  larger 
than  we  knew  anything  about  10  years 
ago,  if  you  have  an  idea  that  somehow 
or  other  there  is  some  short  cut  or  that 
you  can  get  around  it  and  that  you  do 
not  have  to  pay  the  debt,  you  are  just 
as  screwy  as  that  professor  was.  You 
have  to  pay.  It  is  a  part  of  your  per¬ 
sonal  obligation.  If  you  have  repudia¬ 
tion  or  inflation,  you  have  conditions 
comparable  to  the  conditions  that  some 
of  the  returning  Congressmen  tell  us  now 
exist  in  foreign  countries,  where  they 
have  to  pay  as  much  as  $1,500  for  a 
fountain  pen,  and  as  much  as  $4,000  for 
a  meal. 

I  will  say  frankly  to  the  gentleman,  I 
am  in  favor  of  any  legislation  which  will 
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provide  for  better  conditions  for  the 
average  citizen  in  our  country,  providing 
that  such  legislation  does  not  in  any  way 
rock  the  boat  as  far  as  our  entire  econ¬ 
omy  is  concerned. 

I  have  a  letter  here  from  a  lady  con¬ 
stituent  of  mine  from  Rittman,  Ohio, 
and  I  would  like  to  read  it  to  you:  __ 

It  is  almost  more  than  we  mothers  of  re¬ 
turned  prisoners  of  war  can  take  when  we 
see  pictures  of  President  Truman  pinning 
on  a  Distinguished  Service  Medal  on  Harry 
Hopkins.  He  who  had  everything  easy,  sit¬ 
ting  behind  a  desk  in  comfort,  traveling  in 
luxury,  getting  a  whale  of  a  salary  while  our 
hoys  were  on  a  starvation  diet,  almost  freezing 
for  want  of  clothes,  locked  in  boxcars,  barns, 
and  railroad  stations  through  bombings,  and 
now  since  they  were  fortunate  enough  to  live 
through  this  torture,  they  are  forgotten. 

This  is  typical  of  thousands  of  letters  I 
am  receiving,  and  when  I  say  thousands, 
I  do  not  mean  hundreds.  Perhaps  this 
lady  draws  on  her  imagination  a  little, 
but  in  any  event  this  is  the  temper  of  the 
American  people  today,  and  this  letter  is 
typical  of  the  kind  of  letters  which  come 
to  my  desk  by  the  thousands.  The  letter 
says  further: 

They  are  never  mentioned  on  the  radio, 
in  the  news,  or  by  the  Government. 

Yes,  everybody  talked  how  terrible  the 
atrocities  were,  but  since  they  are  back,  no 
mention  is  made  as  to  how  they  are  to  be 
repaid  for  their  suffering. 

We  who  know  what  they  have  endured  feel 
they  should  be  discharged.  They  have  paid 
enough  for  freedom.  Instead  they  are  keep¬ 
ing  them  in  camps  as  “clean-up  boys,”  “salad 
makers,”  and  even  sent  back  to  the  Infantry. 

Many  of  these  boys  are  going  a.  w.  o.  1. 
saying,  “If  the  Army  cannot  be  fair  to  me  I 
won’t  play  fair  either.”  Is  this  the  American 
way?  Are  we  supposed  to  just  be  quiet  and 
take  what  they  hand  to  our  boys?  They 
couldn’t  earn  points  in  prison  camps,  so  some 
arrangement  should  be  made  at  once.  They 
can’t  take  much  more  without  cracking  up. 
Do  you  want  our  insane  institutions  to  be 
filled  to  overflowing? 

Please  try  to  do  something  for  these  boys. 
My  son  was  a  prisoner  of  war  for  8  months 
in  Germany  and  I  know  what  I  am  talking 
about.  He  is  a  “salad  maker”  now  and 
writes,  “We  are  the  forgotten  men.” 

Mrs.  N.  M.  Wengeh. 

Rittman,  Ohio. 

The  people  of  the  United  States  have 
seen  our  country  turn  from  depresison 
to  prosperity  through  the  manufacture 
of  the  destructive  weapons  of  warfare. 
It  will  be  difficult  to  persuade  any  right 
thinking  citizen  of  our  Nation  that  the 
ingenuity  and  skill  which  produced  this 
wartime  record  cannot  be  utilized  for 
the  fulfillment  of  a  better  life  for  all 
men.  We  must  be  mindful  of  the  fact 
that  there  are  still  large  areas  of  our 
land  where  living  standards  are  distress¬ 
ingly  low.  There  are  huge  areas  in  for¬ 
eign  countries  which  have  been  devas¬ 
tated.  They  must  be  rebuilt.  Our  in¬ 
dustry  has  the  technology  and  the  “know¬ 
how”  to  rebuilt  them.  Our  people  have 
the  skill.  They  have  equally  the  will 
to  aid  in  this  effort.  For  they  know  that 
today  the  prosperity  of  the  entire  world, 
and  indeed  its  ability  to  survive,  may  well 
rest  upon  the  decisions  we  make  right 
here  in  this  country  in  the  next  few 
years. 

The  prospects  may  frighten  some. 
They  will  not  discourage  Americans  who 
have  overcome  obstacle  after  obstacle  to 


become  the  greatest  producing  nation  on 
earth.  We  must  take  our  stand  now. 
American  industry,  encouraged  by  do¬ 
mestic  policies,  must  expand  to  cover  the 
globe.  American  resources  must  make 
possible  an  international  lifting  of  living 
standards  which  will  be  reflected  in 
world-wide  prosperity  and  ,  enduring 
peace.  Nothing  less  will  achieve  this 
goal.  Nothing  less  must  be  contem¬ 
plated  by  the  framers  of  American  policy. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Ohio  IMr.  Bender]  has 
expired. 

Mr.  MANASCO.  Mr.  Chairman,  I  yield 
4  minutes  to  the  gentleman  from  Mis¬ 
souri  [Mr.  Cannon]. 

[Mr.  CANNON  of  Missouri  addressed 
the  Committee.  His  remarks  will  ap¬ 
pear  hereafter  in  the  Appendix.] 

(Mr.  CANNON  of  Missouri  asked  and 
was  given  permission  to  revise  and  ex¬ 
tend  the  remarks  just  made  and  also  the 
remarks  he  made  previously  in  the  day.) 

Mr.  HOFFMAN.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
Pennsylvania  [Mr.  Rich]. 

Mr.  RICH.  Mr.  Chairman,  there  is  be¬ 
ing  presented  to  the  committee  today 
a  bill  providing  for  the  financial  con¬ 
trol  of  Government  corporations.  This 
is  a  bill  that  has  been  very  long  overdue. 
This  should  have  been  enacted  10  years 
ago  and  the  Congress  has  been  derelict 
in  its  duty  because  it  has  not  enacted 
this  legislation.  I  have  proposed  it  for 
years.  I  am  glad  that  it  comes  before 
us  today  with  the  unanimity  of  opinion 
that  seems  to  exist  among  the  members 
of  the  committee  because  all  of  them 
seem  to  realize  today  that  we  do  need  to 
have  financial  control  of  these  Govern¬ 
ment  corporations.  All  private  corpora¬ 
tions  have  an  audit  because  it’s  good 
sound  business  for  them  to  do  so  and  it’s 
good  business  for  the  Government  to 
audit  its  corporations. 

There  has  been  and  is  at  the  present 
time  some  corporations  that  do  not  want 
to  come  under  the  scrutiny  of  the  Comp¬ 
troller  General,  but,  in  my  opinion,  it  is 
up  to  the  Congress  to  see  to  it  that  all 
Government  corporations  are  audited  so 
that  the  people  of  the  country  may  know 
just  what  is  happening. 

I  wish  the  Members  could  have  been 
present  at  the  hearings  when  Comptroller 
General  Lindsay  Warren  told  the  com¬ 
mittee  about  the  duplication  of  effort  in 
the  various  departments,  bureaus,  and 
corporations  of  this  Government.  It  is 
a  shame  and  a  crime  that  we  have  gone, 
on  for  so  long  a  time  without  consolidat¬ 
ing  these  various  bureaus  and  various 
functions  of  the  Government  depart¬ 
ments  and  corporations.  The  taxpayers 
of  the  country  are  being  compelled  today 
to  pay  for  the  inefficiency  of  Government 
operations  and  you  have  been  very  dere¬ 
lict  in  your  Government  duties  I  must 
admit. 

Mr.  SMITH  of  Ohio.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  RICH.  I  yield  to  the  distinguished 
gentleman  from  Ohio. 

Mr.  SMITH  of  Ohio.  I  have  been  in¬ 
terested  for  a  long  time  in  seeing  this 
sort  of  measure  brought  up  for  considera¬ 
tion  and  passage  and  I  intend  to  vote  for 
jt.  However,  I  have  not  the  confidence  it 


will  do  what  some  hope  it  will  or  believe 
it  ought.  I  do  not  believe  it  is  possible  to 
control  the  finances  of  a  Government 
corporation.  In  my  opinion,  the  only  way 
to  control  the  finances  of  a  Government 
corporation  is  to  abolish  it  and  I  hope  the  ' 
day  is  not  far  distant  when  the  Congress 
will  make  a  Clean  sweep  and  abolish 
practically  all  of  the  existent  Govern¬ 
ment  corporations. 

Mr.  RICH.  I  think  if  all  Members  of 
Congress  were  as  interested  in  seeing 
good  business  practices  followed  by  the 
Government  as  is  the  distinguished  gen¬ 
tleman  from  Ohio,  they  would  do  exactly 
as  he  suggests.  -There  is  no  reason  why 
we  should  have  the  Government  in  all 
the  kinds  of  business  that  it  is  in  today. 
We  are  going  to  ruin  private  initiative  in 
this  country,  the  thing  that  made  the 
country  the  greatest  Nation  on  the  face 
of  the  earth.  If  we  do  not  stop  the  Com¬ 
munists  in  the  Government  from  going 
ahead  and  taking  over  and  making  our 
form  of  Government  communistic, 
American  freedom,  American  liberty  and 
American  independence  will  be  lost.  I 
think  the  same  as  the  gentleman  of  Ohio 
does  and  I  am  glad  that  he  brought  the 
point  out  at  this  particular  time. 

We  have  a  hundred  and  one  corpora¬ 
tions  owned  and  controlled  by  this  Gov¬ 
ernment.  Some  people  do  not  want  Lind¬ 
say  Warren  to  go  into  their  corporations. 
Why?  They  are  afraid  that  the  people 
will  become  enlightened.  They  are 
afraid  that  the  people  of  this  country 
will  know  all  the  things  that  are  hap¬ 
pening,  and  that  is  what.  I  want  to  see 
done  so  that  the  people  of  this  country 
will  know  the  true  facts  by  having  these 
corporations  audited,  and  so  that  Con¬ 
gress  will  be  in  a  position  whereby  it  can 
change  and  regulate  every  corporation 
that  is  in  existence  until  it  is  put  out  of 
business.  I  do  not  fear  any  harm  that 
will  come  to  anyone  by  the  enactment  of 
this  legislation.  It  will  only  injure  those 
who  do  not  want  to  lose  their  easy  jobs 
and  their  snaps  by  getting  off  the  Federal 
pay  roll.  They  are  the  only  fellows  that 
are  going  to  be  hurt,  and  I  want  to  hurt 
them  just  about  as  quick  as  I  can  and 
about  as  bad  as  I  can,  because  I  believe 
that  we  ought  to  work  and  earn  and  save, 
and  we  certainly  will  have  to  do  that  if 
we  are  going  to  save  this  country  of  ours. 
I  want  to  save  this  country  of  ours  if  it 
is  possible.  This  bill  should  save  the 
country  millions  and  millions  of  dollars. 
It  should  lead  to  the  cutting  out  of  many 
functions  and  departments  of  govern¬ 
ment  that  are  not  necessary.  To  encour¬ 
age  private  initiative  and  get  the  Gov¬ 
ernment  out  of  business.  Let  us  keep 
America  American.  Let  us  keep  Ameri¬ 
can  standard  of  living  high. 

[Mr.  FLANNAGAN  addressed  the  Com¬ 
mittee.  His  remarks  will  appear  here¬ 
after  in  the  Appendix.] 

Mr.  BENDER.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Wis¬ 
consin  [Mr.  Keefe]. 

Mr.  MANASCO.  Mr.  Chairman,  I  also 
yield  5  minutes  to  the  gentleman  from 
Wisconsin. 

The  CHAIRMAN.  The  gentleman 
from  Wisconsin  [Mr.  Keefe]  is  recog¬ 
nized  for  10  minutes. 
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Mr.  KEEFE.  Mr.  Chairman,  the  sub¬ 
ject  matter  involved  in  the  bill  now  under 
discussion  has  intrigued  me  ever  since  I 
have  been  a  Member  of  this  body.  As 
some  Members  know,  I  have  made  rather 
an  extensive  study  of  this  subject  matter, 
and  have  been  privileged  to  address  the 
House  upon  a  number  of  occasions,  call¬ 
ing  attention  to  some  of  the  problems 
that  should  be  dealt  with  in  the  matter 
of  control  of  Government  corporations. 

I  recall  that  some  months  ago  I  dis¬ 
cussed  the  ramifications  of  the  Com¬ 
modity  Credit  Corporation  for  nearly  an 
hour  on  the  floor  of  this  House.  I  pur¬ 
posed  to  discuss  the  ramifications  of  the 
Defense  Supply  Corporation  but  was 
foreclosed  from  doing  so  on  account  of 
limitations  of  time. 

I  have  had  an  opportunity,  as  a  mem¬ 
ber  of  the  Subcommittee  on  Appropria¬ 
tions  in  Charge  of  Appropriations  for 
the  Treasury  Department,  to  go  at  some 
length  into  the  ramifications  of  those 
Government  corporations  insofar  as  they 
affect  and  utilize  the  credit  of  the  United 
States  Government  itself. 

I  want  to  compliment  the  committee 
upon  recognizing,  at  long  last,  the  tre¬ 
mendous  character  of  the  problem  in¬ 
volved,  and  upon  bringing  to  the  Con¬ 
gress  the  first  step  in  the  direction  of 
dealing  with  this  problem.  However, 
let  it  be  said  here  and  now  that  by  the 
passage  of  this  bill  I  do  not  for  a  moment 
believe  that  all  of  the  iniquities  which 
are  to  be  found  in  the  discussion  of  this 
problem  by  the  Comptroller  General  are 
to  be  eliminated. 

Let  me  call  your  attention  to  this  fact, 
that  not  one  of  those  corporations  owes 
its  existence  to  anything  except  the 
organic  law  passed  by  this  Congress. 
Every  one  of  those  corporations  exists 
by  virtue  of  the  organic  law  and  author¬ 
ity  passed  by  this  Congress.  Every  one 
of  those  corporations  is  utilizing  the 
Government  credit  under  authority 
given  to  it  by  acts  of  this  Congress.  The 
organic  law  specifies  the  power  that 
those  corporations  shall  have.  It  speci¬ 
fies  the  character  of  their  borrowing 
power.  It  says  how  they  shall  borrow 
from  the  Treasury  Department,  and  in¬ 
dicates  that  the  Treasury  Department 
shall  take  their  notes,  debentures,  and 
bonds,  and  shall  raise  the  money  to  turn 
over  to  those  corporations  by  treating 
the  transaction  as  a  public  debt  trans¬ 
action,  and  taking  the  money  from  the 
sale  of  the  bonds  that  are  being  sold 
from  day  to  day  in  order  to  finance  the 
affairs  of  those  corporations. 

Nowhere  in  this  bill  is  there  any  at¬ 
tempt  to  limit  the  power  or  authority 
of  a  single  one  of  these  corporations,  and 
the  distinguished  gentleman  from  Mis¬ 
sissippi  stated  throughout  his  entire  dis¬ 
sertation  on  this  bill  that  there  was  no 
attempt  to  repeal  any  existing  organic 
lav/.  So  long  therefore  as  these  corpora¬ 
tions  shall  remain  in  existence  they  are 
authorized  to  carry  out  the  same  func¬ 
tions  and  powei’s  they  are  now  exercising. 
The  only  thing  this  bill  does  is  to  place 
them,  after  July  1,  1946,  under  the  juris¬ 
diction  and  control  of  the  Comptroller 
General  as  far  as  audit  is  concerned. 
Just  remember  that.  If  you  will  read 
this  bill  you  will  find  that  despite  all  of 
the  views  that  have  been  expressed  here 


that  Mr.  Warren  wants  to  dig  into  these 
corporations  and  find  out  what  they  have 
been  doing  with  this  money,  the  limita¬ 
tions  of  this  bill  will  preclude  the  Gen¬ 
eral  Accounting  Office  from  going  back 
into  any  transaction  happening  before 
July  1,  1946.  So  those  who  expect  or 
hope  that  Lindsay  Warren  for  the  pur¬ 
pose  of  audit  is  going  to  be  able  to  dig 
into  all  of  the  transactions  of  these  va¬ 
rious  and  sundry  corporations  that  have 
been  operating,  lo!  these  many  years  I 
think  are  doomed  to  disappointment  by 
the  very  language  of  the  act  itself  which 
is  found  on  page  6,  and  I  quote: 

The  audit  shall  begin  with  the  first  fiscal 
year  commencing  after  the  enactment  of 
this  act. 

This  would  be  July  1,  1946.  I  do  not 
say  that  in  criticism  of  the  bill  but  I  do 
want  it  to  be  understood  and  I  want  the 
public  in  this  country  to  whom  I  have 
addressed  myself  in  the  past  to  know 
that  by  the  passage  of  this  act  we  are 
not  going  into  an  examination  of  what 
has  transpired  in  the  past.  We  are  not 
going  to  be  advised  from  the  audit  of  the 
Comptroller  General  as  to  any  trans¬ 
actions  -that  may  have  been  illegal  or 
otherwise  in  the  past.  We  are  turning  a 
new  leaf  and  are  saying  to  the  corpora¬ 
tions,  “Beginning  with  the  fiscal  year 
July  1,  1946,  you  are  going  to  be  subject 
to  the  auditing  powers  of  the  General 
Accounting  Office.” 

Mr.  RICH.  Mr.  Chaii'man,  will  the 
gentleman  yield? 

Mr.  KEEFE.  I  yield. 

Mr.  RICH.  Does  not  the  gentleman 
believe  it  is  time  we  turned  over  a  new 
leaf  and  got  started  right? 

Mr.  KEEFE.  May  I  say  to  the  gentle¬ 
man  from  Pennsylvania  I  do  not  want  to 
take  up  too  much  of  my  time  on  that 
phase,  if  the  gentleman  will  pardon  me. 

1  have  complimented  the  committee  on 
bringing  this  bill  here.  The  gentleman 
knows  I  have  stood  in  the  well  of  this 
House  time  and  time  again  and  urged 
that  this  action  be  taken,  and  I  am  glad 
the  committee  has  seen  fit  to  take  the 
step,  although  it  does  not  in  my  opinion 
go  as  far  as  it  should  go. 

Mr.  RICH.  I  agree  with  the  gentle¬ 
man  on  that  statement. 

Mr.  KEEFE.  I  do  want  to  say,  how¬ 
ever,  that  in  the  final  paragraph  of  this 
bill,  namely,  section  304,  the  Congress 
has  finally  declared  its  policy  to  retrieve 
the  powers  that  it  has  given  to  these 
corporations  that  have  been  exercised  by 
them  almost  carte  blanche,  because  we 
provide  in  that  section  that  these  cor¬ 
porations  shall  continue  after  June  30, 
1948,  only  in  the  event  that  the  Congress 
of  the  United  States  by  appropriate  ac¬ 
tion  sees  fit  to  charter  them  to  carry  on 
the  functions  the  Congress  may  then 
prescribe.  In  that  connection  I  express 
the  hope  that  between  now  and  June  6, 
1948,  the  vast  majority  of  these  corpora¬ 
tions  will  be  completely  liquidated  and 
that  we  will  create  if  necessary  Govern¬ 
ment  bureaus,  and  functions,  and  depart¬ 
ments  under  the  complete  and  continu¬ 
ous  control  of  the  Congress  to  carry  on 
the  public  business,  and  do  away  as  I  have 
urged  time  and  time  again  for  more  than 

2  years,  do  away  with  this  false  and 
iniquitous  vehicle  of  Government  cor¬ 


porations  with  authority  to  spend,  and 
spend,  and  spend,  and  waste  the  credit 
of  the  people  of  the  United  States  without 
the  Congress  assuming  even  a  modicum 
of  control  over  them. 

Mr.  WHITTINGTON.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  KEEFE.  I  yield  to  the  gentleman 
from  Mississippi. 

Mr.  WHITTINGTON.  I  agree  and  am 
in  accord  with  the  gentleman’s  views,  but 
may  I  make  this  statement.  He  asked 
me  with  respect  to  the  Metals  Reserve 
Company. 

Mr.  KEEFE.  I  asked  the  gentleman  in 
respect  to  Defense  Supplies  Corporation. 

Mr.  WHITTINGTON.  Defense  Sup¬ 
plies  Coi’poration.  I  l-esponded  during 
the  course  of  my  argument  that  Congress 
itself  had  done  what  the  gentleman  is 
advocating  with  respect  to  that  Corpo¬ 
ration  by  providing  for  its  dissolution 
through  public  law.  I  think  the. gentle¬ 
man  is  on  sound  ground  and  I  would  like 
to  see  the  Congress  as  fast  as  practicable 
provide  for  the  dissolution  of  these  other 
corporations. 

Mr.  KEEFE.  If  I  had  the  time  I  would 
like  to  put  in  the  Record  the  history  of 
this  Corporation  known  as  Defense  Sup¬ 
plies  Corporation.  If  there  is  a  member 
of  the  bar  in  this  body  who  could  read 
the  history  or  the  genesis  of  the  crea¬ 
tion  of  this  Defense  Supplies  Corporation 
without  being  completely  astounded, 
then  he  would  be  completely  innocuous 
to  the  facts  of  the  situation. 

Here  is  a  corporation  that  was  created 
with  vast  powers,  created  by  the  mere 
stroke  of  the  pen  of  the  Chairman  of  the 
Board  of  RFC  and  the  Secretai’y  of  the 
Reconstruction  Finance  Corporation. 
No  exercise  of  the  right  of  sovereignty 
by  any  sovereign  authority,  no  exercise 
of  the  right  of  sovereignty  by  any  State, 
no  exercise  of  any  right  of  sovereignty 
of  any  political  subdivision,  but  by  the 
mere  stroke  of  a  pen  by  the  Chairman  of 
the  RFC  and  the  secretary  of  that  Cor¬ 
poration  they  create  a  corporation  and 
say,  “Now,  here  are  the  articles  of  asso¬ 
ciation  which  we  have  written;  here  are 
the  bylaws  which  we  have  written.  We 
have  now  created  a  corporation  with  vast 
powers  to  handle  and  expend  the  money 
of  the  people  of  the  United  States.” 

Mr.  Chairman,  it  is  one  of  the  greatest 
stories  that  could  be  told  on  this  floor 
to  show  the  ridiculous  extent  to  which 
we  have  gone  in  this  matter  of  Govei’n- 
ment  corporations.  I  congratulate  the 
committee  and  I  hope  this  bill  will  pass 
without  a  dissenting  vote. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Wisconsin  has  expired. 

Mr.  HOFFMAN.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  fi'om 
Minnesota  [Mr.  Judd],  . 

Mr.  JUDD.  Mr.  Chairman,  I  hope  it 
will  be  possible  to  get  a  vote  on  this  bill 
today  so  I  will  not  delay  the  committee. 
May  I  say  only  this:  that  it  is  not  our 
purpose  in  bringing  in  this  legislation  to 
handicap  or  to  hamstring  any  Govern¬ 
ment  corporation  or  to  interfere  in  the 
least  with  its  carrying  out  the  functions 
for  which  it  was  set  up.  Rather  it  i3 
just  to  make  sure  that  each  corporation 
does  carry  out  the  functions  for  which  it 
was  set  up,  under  proper  control  and 
proper  supervision,  that  this  bill  wa* 
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prepared  and  brought  in  by  the  com¬ 
mittee. 

I  agree  with  others  who  have  spoken 
that  surely  it  would  be  a  mistake  to  ex¬ 
empt  this  or  that  corporation  from  the 
provisions  of  the  bill.  If  the  affairs  of  a 
corporation  are  in  proper  order  why 
should  it  hesitate  to  have  a  proper  inde¬ 
pendent  audit  by  the  agency  of  the  Con¬ 
gress?  It  seems  to  me  the  first  thing 
that  might  raise  a  question  as  to  the 
credit  of  a  particular  corporation  would 
be  for  its  sponsors  to  insist  that  it  be 
exempt  from  these  audit  and  budgetary 
provisions. 

I  hope  we  will  pass  this  act  immedi¬ 
ately  and  that  it  will  be  passed  promptly 
by  the  other  body,  not  because  we  do 
not  want  Government  corporations  to 
function  properly,  but  so  we  can  be  sure 
that  they  will  function  properly. 

Mr.  WHITTINGTON.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  JUDD.  I  yield  to  the  gentleman 
from  Mississippi. 

Mr.  WHITTINGTON.  With  respect 
to  duplication,  I  recall  the  gentleman’s 
interest  in  that  subject,  and  I  recall  also 
the  questions  that  he  propounded.  In 
order  to  prevent  duplication  of  audit 
and  costs,  I  want  to  call  attention  to  the 
language  on  page  10  as  follows: 

Provided  further,  That  in  making  the 
audits  provided  in  said  sections  the  Comp¬ 
troller  General  shall,  to  the  fullest  extent 
deemed  by  him  to  be  practicable,  utilize  re¬ 
ports  of  examinations  of  Government  cor¬ 
porations  made  by  a  supervising  administra¬ 
tive  agency  pursuant  to  law. 

Not  only  did  we  have  his  statement 
that  he  would  do  that,  not  only  have  we 
stated  it  in  our  report,  but  we  have  pro¬ 
vided  here  in  the  strongest  language  that 
we  could  that  there  will  be  no  duplica¬ 
tion  and  that  tho^e  reports  shall  be 
made  except  we  have  not  closed  the  door 
so  that  he,  the  Comptroller  General, 
the  arm  of  Congress,  the  agent  of  Con¬ 
gress,  can  go  behind  those  if  at  any  time 
he  feels  he  should  do  it  in  order  to  give 
the  facts  to  the  Congress. 

Mr.  JUDD.  Yes.  It  seems  to  me  we 
have  done  all  that  it  is  possible  to  do  to 
avoid  duplication  and  unnecessary  ex¬ 
penditures  of  money  for  audits  and  still 
carry  out  our  first  responsibility,  namely, 
to  protect  the  stockholders  of  these  cor¬ 
porations,  and  those  stockholders  are  the 
taxpayers  of  the  United  States. 

Mr.  FLANNAGAN.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  JUDD.  I  yield  to  the  gentleman 
from  Virginia. 

Mr.  FLANNAGAN.  Under  the  lan¬ 
guage  of  the  section  the  gentleman  from 
Mississippi  referred  to,  the  audit  on  the 
part  of  the  Accounting  Office  is  manda¬ 
tory;  is  that  not  true? 

Mr.  JUDD.  By  the  General  Account¬ 
ing  Office? 

Mr.  FLANNAGAN.  Yes. 

Mr.  JUDD.  Yes;  it  is  mandatory. 

Mr.  FLANNAGAN.  And  the  General 
Accounting  Office  is  required  to  make 
another  audit? 

Mr.  JUDD.  He  is  required  to  make  an 
audit  but  he  shall  to  the  fullest  extent 
deemed  by  him  to  be  practicable  utilize 
the  reports  and  audits  made  by  the  cor¬ 
porations  themselves  or  their  supervising 
administrative  agencies. 


Mr.  FLANNAGAN.  It  is  mandatory 
that  he  shall  make  a  second  audit. 

Mr.  JUDD.  No;  not  a  second  audit; 
it  is  required  that  he  shall  make  an 
audit  and  in  making  that  audit  he  shall 
use  the  material  already  available  to 
him  if  it  seems  satisfactory.  It  is  a  com¬ 
mercial  type  audit  independent  of  the 
periodic  examination  some  of  these 
banks  and  corporations  are  required  by 
law  to  have  made  by  their  supervising 
agency.  It  is  mandatory  to  make  such  a 
regular  commercial  audit  in  order  to  re¬ 
port  to  Congress  regarding  the  financial 
condition  of  the  corporations. 

Mr.  FLANNAGAN.  But  section  301 
makes  it  mandatory  upon  the  General 
Accounting  Office  to  make  this  second 
audit. 

Mr.  WHITTINGTON.  There  is  noth¬ 
ing  said  about  a  second  audit  in  the 
whole  bill. 

Mr.  JUDD.  Not  a  second  audit;  an 
audit.  Surely  that  is  the  job  of  the  Gen¬ 
eral  Accounting  Office  to  make  audits  for 
the  benefit  of  Congress. 

Mr.  FLANNAGAN.  Every  Member  of 
Congress  should  be  cognizant  of  the  fact 
that  under  the  existing  law  of  today  every 
farm  credit  organization  has  to  be  au¬ 
dited.  That  is  one  audit. 

Mr.  JUDD.  And  so  do  most  of  these 
other  corporations  have  their  own  audits. 

Mr.  FLANNAGAN.  Oh,  no;  not  writ¬ 
ten  into  the  law  by  Congress  and  the 
standard  set  up  by  Congress,  as  in  the 
case  of  the  Farm  Credit  Administration. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Minnesota  has  expired. 

Mr.  HOFFMAN.  Mr.  Chairman,  I 
yield  the  gentleman  two  additional  min¬ 
utes. 

Mr.  JUDD.  Surely  the  gentleman 
would  not  expect  the  stockholders  in  a 
private  bank  to  ask  anything  less  than 
an  independent  audit  of  the  financial 
transactions  of  the  bank;  and  how  can 
we  therefore  ask  the  people  of  the  United 
States  who  are  the  stockholders  of  these 
corporations  to  expect  less  than  an  in¬ 
dependent  audit  of  the  financial  trans¬ 
actions  and  conditions  of  these  corpo¬ 
rations  which  they  own  in  whole  or  in 
part? 

Mr.  FLANNAGAN.  We  already  have 
an  independent  audit  by  the  Farm  Credit 
Administration. 

Mr.  JUDD.  It  is  an  auditing  system 
set  up  by  itself,  is  it  not? 

Mr.  FLANNAGAN.  The  Farm  Credit 
Administration  administers  the  laws 
with  respect  to  the  farm  loaning  agen¬ 
cies  under  it.  It  is  a  supervising  agency 
clothed  with  the  power  and  commanded 
by  Congress  to  make  audite  of  all  of  these 
farm-loaning  agencies,  and  is  required 
to  employ  auditors  of  a  standing  equal 
to  national-bank  examiners. 

Mr.  JUDD.  Surely  when  the  Comp¬ 
troller  General  reviews  those  audits,  if 
they  are  in  perfect  order,  then  he  will, 
under  the  language  of  the  bill,  utilize 
those  audits  to  the  fullest  extent,  but 
we  want  him  to  be  in  a  position  to  go 
into  any  corporation’s  books,  if  there  is 
anything  that  requires  attention,  to 
make  an  independent  audit.  Not  a  per¬ 
son  is  suggesting  there  is  anything  wrong 
with  the  financial  transactions  of  the 
j'arm  Credit  Administration.  It  should 
welcome  this  audit,  which  is  to  protect 


the  corporation  whose  affairs  are  in 
proper  order,  as  well  as  to  expose  the 
corporation  whose  activities  have  gone 
beyond  legal  authorization,  if  such  there 
be. 

Mr.  FLANNAGAN.  Why  would  there 
be  so  much  virtue  in  an  audit  made  by 
the  General  Accounting  Office  who  can 
employ  a  schoolgirl  or  a  schoolboy, 
whereas  here,  on  the  other  hand,  we 
have  an  auditing  system  set  up  by  Con¬ 
gress  requiring  auditors  to  measure  up 
to  the  standard  of  Federal  bank  ex¬ 
aminers? 

Mr.  JUDD.  When  they  have  such  a 
good  auditing  system,  why  should  they 
object  to  review  or  audit  by  the  agency 
of  the  Congress? 

Mr.  FLANNAGAN.  They  are  not  ob¬ 
jecting.  It  is  the  farmer  who  is  going 
to  be  saddled  with  the  cost. 

Mr.  HOFFMAN.  Mr.  Chairman,  I 
yield  1  minute  to  the  gentleman  from 
California  fMr.  McDonough], 

Mr.  McDONOUGH.  I  am  curious  and 
am  looking  for  information.  Does  this 
bill  provide  and  practically  inform  the 
people  of  the  United  States  that  no 
audits  have  been  made  of  these  corpora¬ 
tions  heretofore,  and  that  this  is  the 
beginning  of  the  audits  of  these  corpo¬ 
rations?  I  am  asking  the  chairman  of 
the  committee  that  question. 

Mr.  WHITTINGTON.  No,  and  we 
have  never  so  stated.  There  have  been 
audits  made  by  the  corporations  them¬ 
selves,  but  they  have  not  been  made  by 
an  independent  agency  of  the  Govern¬ 
ment. 

Mr.  McDONOUGH.  Under  the  Comp¬ 
troller  General? 

Mr.  WHITTINGTON.  By  the  Comp¬ 
troller  General.  In  other  words,  the 
Comptroller  General  is  the  agency  of 
Congress  in  making  audits.  Hereto¬ 
fore  he  has  never  been  authorized  and 
never  been  required  to  make  audits  of 
corporations. 

Mr.  McDONOUGH.  But  has  there 
been  an  annual  audit  of  each  of  the 
separate  corporations? 

Mr.  WHITTINGTON.  I  think  so.  I 
think  the  departments  of  government, 
audited  by  the  Comptroller  General, 
have  to  have  audits  of  some  kind  to  keep 
up  with  their  expenditures.  There  is 
nothing  new  about  the  departmental 
audit.  If  a  department  is  properly  ad¬ 
ministered,  it  has  to  have  an  audit,  but 
that  would  not  prevent  the  Comptroller 
General  from  going  in  there  and  making 
an  audit  for  us. 

[Mr.  JENNINGS  addressed  the  Com¬ 
mittee.  His  remarks  will  appear  here¬ 
after  in  the  Appendix.] 

Mr.  HOFFMAN.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
Michigan  [Mr.  Crawford]. 

Mr.  CRAWFORD.  Mr.  Chairman,  if 
I  understood  the  chairman  of  the  com¬ 
mittee  correctly,  he  obtained  permission 
from  the  Speaker  that  we  might  include 
in  our  remarks  certain  excerpts  from  the 
hearings. 

With  that  understanding,  Mr.  Chair¬ 
man,  I  ask  unanimous  consent  to  in¬ 
clude  as  a  part  of  my  remarks  page  23 
of  Report  No.  856,  which  shows  the 
financial  condition  of  Government  cor* 
porations  as  of  March  31,  1945, 
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The  CHAIRMAN.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 

The  statement  follows: 

FINANCIAL  CONDITION  OF  GOVERNMENT  CORPO¬ 
RATIONS  AS  OF  MARCH  31,  1945 

The  following  table  Is  a  combined  balance 
sheet  of  Government  corporations  as  of 
March  31,  1945,  and  reflects  total  gross  assets 
of  $29,600,000,000,  gross  liabilities  of  $28,400,- 
000,000,  and  net  worth  of  $1,200,000,000. 

Assets:  Of  the  $29,600,000,000  in  gross  as¬ 
sets,  $9,400,000,000  represent  intercorporate 
assets,  leaving  net  total  assets  of  $20,200,000,- 
000.  Included  in  this  $20,200,000,000,  how¬ 
ever,  is  $1,000,000,000  representing  inter¬ 
agency  assets  due  from  other  Government 
agencies.  Of  the  total  gross  assets,  the  major 
items,  after  taking  out  reserves  for  valuation 
and  estimated  losses,  consist  of  $13,300,000,- 
000  in  loans  receivable;  $7,800,000,000  in  land, 
structures,  and  equipment;  $2,900,000,000 
in  commodities,  supplies,  and  materials;  $2,- 
100,000,000  in  investments  and  $1,600,000,000 
in  other  receivables. 

Liabilities:  Of  the  $28,400,000,000  in  gross 
liabilities,  $8,900,000,000  represent  intercor¬ 
porate  liabilities,  leaving  net  total  liabilities 
of  $19,500,000,000.  Included  in  this  $19,500,- 
OOOiOOO,  however,  are  $13,600,000,000  repre¬ 
senting  interagency  liabilities  due  to  the 
Treasury  and  other  Government  agencies. 
Of  the  total  gross  liabilities,  $22,000,000,000 
were  in  bonds,  notes,  and  debentures  issued 
by  the  corporations,  of  which  $11,600,000,000 
were  held  by  the  Treasury,  $8,100,000,000 
were  held  by  Government  corporations,  and 
( 2, 300, 000, 000  were  held  by  the  public. 

Net  worth:  While  the  combined  net  worth 
of  the  corporations  is  reported  as  $1,200,000,- 
000,  this  amount  includes  $451,000,000  be¬ 
longing  to  private  interests,  leaving  $750,- 
000,000  as  the  net  capital  investment  of  the 
United  States  in  the  corporations  as  a  group. 

Mr.  CRAWFORD.  Mr.  Chairman, 
my  only  reason  for  taking  the  time  of 
the  House  at  this  hour  of  the  day  is  to 
make  a  few  brief  observations  for  the 
Record. 

In  my  opinion  we  are  engaging  in 
some  of  the  most  fantastic  financial 
activities  that  any  country  on  earth  ever 
participated  in.  I  do  not  know  just 
what  our  people  will  finally  do  when 
they  comprehend  what  all  this  means 
from  the  standpoint  of  servicing,  to  say 
nothing  about  amortizing,  the  Federal 
debt,  and  when  it  comes  down  to  carry¬ 
ing  the  tax  burden  which  will  be  imposed 
upon  us,  incident  to  that  debt. 

I  think  Mr.  Morgenthau  in  his  final 
statement  to  the  Congress  at  the  time 
he  left  the  office  of  Secretary  of  the 
Treasury,  in  pointing  Out  that  the  two 
big  things  which  will  undoubtedly  con¬ 
trol  the  fiscal  policy  of  the  Government 
is  whether  or  not  we  have  a  reasonable 
peace  for  several  years  to  come,  and 
whether  or  not  we  have  full  employ¬ 
ment,  struck  the  keynote,  as  far  as  I 
am  concerned.  These  Government  cor¬ 
porations  which  this  bill  somewhat  at¬ 
tempts  to  control  have  run  wild  in  so 
many  directions  that  it  is  utterly  im¬ 
possible  for  the  average  person  to  com¬ 
prehend  what  the  show  is  all  about. 

The  statement  which  I  am  placing  in 
the  Record,  which  comes  from  the  re¬ 
port,  shows  assets  of  $29,600,000,000, 
liabilities  $28,400,000,000,  with  a  net 
worth  of  $1,200,000,000. 

I  think  the  committee  is  exceedingly 
wise  in  going  as  far  as  it  has  at  this 
particular  time  with  this  bill.  Person¬ 


ally,  I  am  not  at  all  .satisfied  with  the 
exceptions  or  exemptions  which  are  car¬ 
ried  in  the  bill  as  far  as  TVA  is  con¬ 
cerned,  but  that  is  a  very  difficult  matter 
to  deal  with.  This  committee  is  not  the 
only  one  which  has  wrestled  with  that 
particular  problem. 

Mr.  Chairman,  also  as  a  part  of  my 
remarks  I  wish  to  include  in  the  Record 
section  26  of  the  May  18,  1933,  TVA  Act 
and  the  amended  section  26  of  that  par¬ 
ticular  act  which  came  about  in  a  bill 
approved  August  31,  1935: 

SECTION  26  OF  THE  MAY  18,  1933,  TVA  ACT 

Sec.  26.  The  net  proceeds  derived  by  the 
Board  from  the  sale  of  power  and  any  of  the 
products  manufactured  by  the  Corporation, 
after  deducting  the  cost  of  operation,  main¬ 
tenance,  depreciation,  amortization,  and  an 
amount  deemed  by  the  Board  as  necessary  to 
withhold  as  operating  capital,  or  devoted  by 
the  Board  to  new  construction,  shall  be  paid 
into  the  Treasury  of  the  United  States  at  the 
end  of  each  calendar  year. 

SECTION  26  OF  THE  MAY  18,  1933,  TVA  ACT,  AS 
AMENDED  AUGUST  31,  1935 

Sec.  26.  Commencing  July  1,  1936,  the  pro¬ 
ceeds  for  each  fiscal  year  derived  by  the 
Board  from  the  sale  of  power  or  any  other 
products  manufactured  by  the  Corporation, 
and  from  any  other  activities  of  the  Corpo¬ 
ration,  including  the  disposition  of  any  real 
or  personal  property,  shall  be  paid  into  the 
Treasury  of  the  United  States  at  the  end  of 
each  calendar  year,  save  and  except  such 
part  of  such  proceeds  as  in  the  opinion  of 
the  Board  shall  be  necessary  for  the  Corpo¬ 
ration  in  the  operation  of  dams  and  reser¬ 
voirs,  in  conducting  its  business  in  generat¬ 
ing,  transmitting,  and  distributing  electric 
energy  and  in  manufacturing,  selling,  and 
distributing  fertilizer  and  fertilizer  ingredi¬ 
ents.  A  continuing  fund  of  $1,000,000  is  also 
excepted  from  the  requirements  of  this  sec¬ 
tion  and  may  be  withheld  by  the  Board  to 
defray  emergency  expenses  and  to  insure 
continuous  operation:  Provided,  That  noth¬ 
ing  in  this  section  shall  be  construed  to 
prevent  the  use  by  the  Board,  after  June  30, 
1936,  of  proceeds  accruing  prior  to  July  1, 
1936,  for  the  payment  of  obligations  lawfully 
incurred  prior  to  such  latter  date. 

I  also  include  as  a  part  of  my  remarks 
the  act  of  November  21,  1941,  which  con¬ 
sists  of  only  one  paragraph,  so  that  we 
will  have  in  the- Record  in  this  debate 
the  provisions  which  are  carried  in  the 
present  proposal  and  which  act  as  an 
umbrella  in  protecting  the  substantive 
law  pertaining  to  the  Tennessee  Valley 
Authority : 

[Public  Law  306 — 77th  Cong.,  ch.  485 — 1st 
sess.] 

H.  R.  4961 

An  act  to  amend  section  9  (b)  of  the  Ten¬ 
nessee  Valley  Authority  Act,  as  amended  by 

section  14  of  the  act  of  August  31,  1935 

Be  it  enacted,  etc.,  That  section  9  (b)  of 
the  original  Tennessee  Valley  Authority  Act, 
as  amended  by  section  14  of  the  act  of  August 
31-,  1935  (49  Stat.  1080),  be,  and  the  same  is 
hereby,  further  amended  by  adding  at  the 
end  thereof  the  following:  ‘‘Nothing  in  this 
act  shall  be  construed  to  relieve  the  treas¬ 
urer  or  other  accountable  officers  or  employees 
of  the  Corporation  from  compliance  with  the 
provisions  of  existing  law  requiring  the  ren¬ 
dition  of  accounts  for  adjustment  and  settle¬ 
ment  pursuant  to  section  236,  Revised  Stat¬ 
utes,  as  amended  by  section  305  of  the  Budget 
and  Accounting  Act,  1921  (42  Stat.  24),  and 
accounts  for  all  receipts  and  disbursements 
by  or  for  the  Corporation  shall  be  rendered 
accordingly:  Provided,  That,  subject  only  to 
the  provisions  of  the  Tennessee  Valley  Au¬ 


thority  Act  of  1933,  as  amended,  the  Corpo¬ 
ration  is  authorized  to  make  such  expendi¬ 
tures  and  to  enter  into  such  contracts,  agree¬ 
ments,  and  arrangements,  upon  such  terms 
and  conditions  and  in  such  manner  as  it  may 
deem  necessary,  including  the  final  settle¬ 
ment  of  all  claims  and  litigation  by  or 
against  the  Corporation;  and  notwithstand¬ 
ing  the  provisions  of  any  other  law  governing 
the  expenditure  of  public  funds,  the  General 
Accounting  Office,  in  the  settlement  of  the 
accounts  of  the  treasurer  or  other  account¬ 
able  officer  or  employee  of  the  Corporation, 
shall  not  disallow  credit  for,  nor  withhold 
funds  because  of,  any  expenditure  which  the 
Board  shall  determine  to  have  been  neces¬ 
sary  to  carry  out  the  provisions  of  said  act. 

“The  Corporation  shall  determine  its  own 
system  of  administrative  accounts  and  the 
forms  and  contents  of  its  contracts  and  other 
business  documents  except  as  otherwise 
provided  in  the  Tennessee  Valley  Authority 
Act  of  1933,  as  amended.” 

Approved,  November  21,  1941. 

Mr.  CRAWFORD.  With  those  addi¬ 
tions  in  the  Record,  perhaps  we  will  have 
a  clearer  concept  of  just  how  far  this 
bill  goes,  insofar  as  the  activities  of  the 
Tennessee  Valley  Authority  are  con¬ 
cerned.  If  I  were  an  auditor  sent  out 
by  the  General  Accounting  Office  to  make 
an  audit  of  the  TVA  records,  I  would 
no,t  feel  that  this  bill  gave  me  the  au¬ 
thority  with  respect  to  the  TVA,  which 
it  does  with  respect  to  the  other  cor¬ 
porations  listed  on  pages  2  and  3  of  the 
bill. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Michigan  has  expired. 

Mr.  HOFFMAN.  Mr.  Chairman,  I 
yield  2  minutes  to  the  gentleman  from 
Nebraska  [Mr.  Curtis]. 

Mr.  CURTIS.  Mr.  Chairman,  I  rise  to 
ask  the  author  of  the  bill  a  question. 
What,  if  any,  effect  does  this  bill  have 
upon  a  public  power  and  irrigation  dis¬ 
trict  created  under;  State  law,  managed 
by  a  board  of  directors  elected  pursuant 
to  State  law,  but  which  obtained  its 
funds  by  means  of  a  grant  and  a  loan 
from  the  FWA  and  the  bonds  created  by 
the  loan  are  now  held  by  the  Govern¬ 
ment  of  the  United  States? 

Mr.  WHITTINGTON.  They  are  not 
embraced  in  the  terms  of  this  bill.  This 
bill  has  nothing  more  to  do  with  them  • 
than  it  does  with  the  many  other  thou¬ 
sands  of  debtors  to  the  RFC  and  the 
United  States. 

Mr.  CURTIS.  I  thank  the  gentleman 
and,  Mr.  Chairman,  yield  back  the  bal¬ 
ance  of  my  time. 

Mr.  HOFFMAN.  Mr.  Chairman,  I 
yield  myself  3  minutes  and  ask  unani¬ 
mous  consent  to  revise  and  extend  my 
remarks. 

The  CHAIRMAN.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mich¬ 
igan? 

There  was  no  objection. 

Mr.  HOFFMAN.  Mr.  Chairman,  the 
absence  of  so  many  Members  from  the 
floor  during  the  discussion  of  this  bill  is 
proof  positive  to  me  that  they  have  the 
utmost  confidence  in  the  chairman  of 
the  committee  and  also  the  members  of 
the  committee. 

The  bill  itself  embodies  the  principles 
for  which  the  Republican  Party  organi¬ 
zation  here  in  the  House  has  contended 
ever  since  the  coming  of  the  New  Deal. 
For  the  last  12  years  the  administration 
in  power  has  been  creating  corporations 
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and  appropriating  billions  upon  billions 
of  dollars,  much  of  which  was  spent  with¬ 
out  any  supervision  or  control  by  the 
Congress.  The  Republicans  have  always 
contended  ever  since  the  beginning  of  the 
New  Deal  that  the  Congress  itself  which 
is  charged  with  the  responsibility  of  ap¬ 
propriating  the  taxpayers’  money  should 
retain  some  supervision,  some  control 
over  the  expenditure  of  those  billions  of 
dollars.  This  legislation  will  give  us  not 
the  full  measure  of  control  which  we 
should  have  over  every  governmental 
agency  and  every  organization  created 
under  the  authority  of  law  enacted  by 
the  Congress,  but  it  gives  us  at  least  a 
part  of  that  control  and  I  know  of  no  one 
who  really  opposes  it. 

Mr.  CRAWFORD.  Mr.  -Chairman,  will 
the  gentleman  yield? 

Mr.  HOFFMAN.  I  yield. 

Mr.  CRAWFORD.  Does  the  gentleman 
join  me  in  going  so  far  as  to  say  that  he 
believes  the  step  here  taken  will  enable 
us  to  take  further  steps  later  on? 

Mr.  HOFFMAN.  Oh,  yes;  I  believe  we 
should  go  further  later  on;  and  I  know 
that  the  Republicans  individually  and  as 
an  organization  are  extremely  grateful 
to  the  President  for  coming  out  and  en¬ 
dorsing  this  measure  which  they  have  so 
long  advocated. 

Mr.  Chairman,  I  have  no  further  re¬ 
quests  for  time. 

Mr.  FLANNAGAN.  Mr.  Chairman, 
under  general  permission  secured  in  the 
House  by  the  chairman  of  the  committee, 
I  ask  unanimous  consent  to  revise  and 
extend  my  remarks  and  include  therein 
excerpts  from  letters,  and  other  matters. 

The  CHAIRMAN.  Is  there  objection  to 
the  request  of  the  gentleman  from  Vir¬ 
ginia? 

There  was  no  objection. 

(Mr.  JENNINGS  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

The  CHAIRMAN.  All  time  has  expired. 
The  Clerk  will  read. 

The  Clerk  read  as  follows: 

Be  it  enacted,  etc.,  That  this  act  may  be 
cited  as  the  “Government  Corporation  Con¬ 
trol  Act.” 

DECLARATION  OP  POLICY 

Sec.  2.  It  is  hereby  declared  to  be  the  policy 
of  the  Congress  to  bring  Government  cor¬ 
porations  and  their  transactions  and  opera¬ 
tions  under  annual  scrutiny  by  the  Congress 
and  provide  current  financial  control  thereof. 

TITLE  I - WHOLLY  OWNED  GOVERNMENT 

CORPORATIONS 

Sec.  101.  As  used  in  this  act  the  term 
"wholly  owned  Government  corporation” 
means  the  Commodity  Credit  Corporation; 
Federal  Intermediate  Credit  Banks;  Produc¬ 
tion  Credit  Corporations;  Regional  Agricul¬ 
tural  Credit  Corporations;  Farmers  Home 
Corporation;  Federal  Crop  Insurance  Corpo¬ 
ration;  Federal  Farm  Mortgage  Corporation; 
Federal  Surplus  Commodities  Corporation; 
Reconstruction  Finance  Corporation;  Defense 
Plant  Corporation;  Defense  Supplies  Corpo¬ 
ration;  Metals  Reserve  Company;  Rubber  Re¬ 
serve  Company;  War  Damage  Corporation; 
Federal  National  Mortgage  Association;  The 
RFC  Mortgage  Company;  Disaster  Loan  Cor¬ 
poration;  Inland  Waterways  Corporation; 
Warrior  River  Terminal  Company;  the  Vir¬ 
gin  Islands  Company;  Federal  Prison  Indus¬ 
tries,  Incorporated;  United  States  Spruce 
Production  Corporation;  Institute  of  Inter- 
American  Affairs;  Institute  of  Inter-Amer¬ 
ican  Transportation:  Inter -American  Educa¬ 


tional  Foundation,  Incorporated;  Inter- 
American  Navigation  Corporation;  Prencin- 
radio,  Incorporated;  Cargoes,  Incorporated; 
Export-Import  Bank  of  Washington;  Petro¬ 
leum  Reserves  Corporation;  Rubber  Develop¬ 
ment  Corporation;  U.  S.  Commercial  Com¬ 
pany;  Smaller  War  Plants  Corporation; 
Federal  Public  Housing  Authority  (or  United 
States  Housing  Authority)  and  including 
public  housing  projects  financed  from  ap¬ 
propriated  funds  and  operations  thereof; 
Defense  Homes  Corporation;  Federal  Savings 
and  Loan  Insurance  Corporation;  Home  Own¬ 
ers’  Loan  Corporation;  United  States  Housing 
Corporation;  Panama  Railroad  Company; 
Tennessee  Valley  Authority;  and  Tennessee 
Valley  Associated  Cooperatives,  Incorporated. 

Sec.  102.  Each  wholly  owned  Government 
corporation  shall  cause  to  be  prepared  annu¬ 
ally  a  budget  program,  which  shall  be  sub¬ 
mitted  to  the  President  through  the  Bureau 
of  the  Budget  on  or  before  September  15  of 
each  year.  The  Bureau  of  the  Budget,  under 
such  rules  and  regulations  as  the  President 
may  establish,  is  authorized  and  directed  to 
prescribe  the  form  and  content  of,  and  the 
manner  in  which  such  budget  program  shall 
be  prepared  and  presented.  The  budget  pro¬ 
gram  shall  be  a  business-type  budget,  or  plan 
of  operations,  with  due  allowance  given  to 
the  need  for  flexibility,  including  provision 
for  emergencies  and  contingencies,  in  order 
that  the  corporation  may  properly  carry  out 
its  activities  as  authorized  by  law.  The 
budget  program  shall  contain  estimates  of 
the  financial  condition  and  operations  of 
the  corporation  for  the  current  and  ensuing 
fiscal  years  and  the  actual  condition  and  re¬ 
sults  of  operatio  for  the  last  completed  fiscal 
year.  Such  budget  program  shall  include  a 
statement  of  financial  condition,  a  statement 
of  income  and  exepense,  an  analysis  of  sur¬ 
plus  or  deficit,  a  statement  of  sources  and 
applicatioh  of  funds,  and  such  other  supple¬ 
mentary  statements  and  information  as  are 
necessary  or  desirable  to  make  known  the 
financial  condition  and  operations  of  the 
corporation.  Such  statements  shall  include 
estimates  of  operations  by  major  types  of 
activities,  together  with  estimates  of  admin¬ 
istrative  expenses,  estimates  of  borrowings, 
and  estimates  of  the  amount  of  Government 
capital  funds  which  shall  be  returned  to  the 
Treasury  during  the  fiscal  year  or  the  appro¬ 
priations  required  to  provide  for  the  restora¬ 
tion  of  capital  impairments. 

Sec.  103.  The  budget  programs  of  the  cor¬ 
porations  as  modified,  amended,  or  revised  by 
the  President  shall  be  transmitted  to  the 
Congress  as  a  part  of  the  annual  Budget  re¬ 
quired  by  the  Budget  and  Accounting  Act, 
1921.  Amendments  to  the  annual  budget 
programs  may  be  submitted  from  time  to 
time. 

Budget  programs  shall  be  submitted  for  all 
wholy  owned  Government  corporations  cover¬ 
ing  operations  for  the  fiscal  year  commencing 
July  1,  1946,  and  each  fiscal  year  thereafter. 

Sec.  104.  The  Budget  programs  transmit¬ 
ted  by  the  President  to  the  Congress  shall  be 
considered  and,  if  necessary,  legislation  shall 
be  enacted  making  available  such  funds  or 
other  financial  resources  as  the  Congress  may 
determine.  The  provisions  of  this  section 
shall  not  be  construed  as  preventing  wholly 
owned  Government  corporations  from  carry¬ 
ing  out  and  financing  their  activities  as  au¬ 
thorized  by  existing  law,  nor  shall  any  pro¬ 
visions  of  this  section  be  construed  as  affect¬ 
ing  in  any  way  the  provisions  of  section  26  of 
the  Tennessee  Valley  Authority  Act,  as 
amended.  The  provisions  of  this  section  shall 
not  be  construed  as  affecting  the  existing  au¬ 
thority  of  any  wholly  owned  Government 
corporation  to  make  contracts  or  other  com¬ 
mitments  without  reference  to  fiscal-year 
limitations. 

Sec.  105.  The  financial  transactions  of 
wholly  owned  Government  corporations  shall 
be  audited  by  the  General  Accounting  Office 


in  accordance  with  the  principles  and  pro¬ 
cedures  applicable  to  commercial  corporate 
transactions  and  under  such  rules  and  regu¬ 
lations  as  may  be  prescribed  by  the  Comp¬ 
troller  General  of  the  United  States:  Pro¬ 
vided,  That  such  rules  and  regulations  may 
provide  for  the  retention  at  the  offices  of 
such  corporations,  in  whole  or  in  part,  of  any 
accounts  of  accountable  officers,  covering 
corporate  financial  transactions,  which  are 
required  by  existing  law  to  be  settled  and  ad¬ 
justed  in  the  General  Accounting  Office,  and 
for  the  settlement  and  adjustment  of  such 
accounts  in  whole  or  in  part  upon  the  basis 
of  examinations  in  the  course  of  the  audit 
herein  provided,  but  nothing  in  this  proviso 
shall  be  construed  as  affecting  the  powers  re¬ 
served  to  the  Tennessee  Valley  Authority  in 
the  act  of  November  21,  1941  (55  Stat.  775). 
The  audit  shall  be  conducted  at  the  place  or 
places  where  the  accounts  of  the  respective 
corporations  are  normally  kept.  The  rep¬ 
resentatives  of  the  General  Accounting  Office 
shall  have  access  to  all  books,  accounts, 
financial  records,  reports,  files,  and  all  other 
papers,  things,  or  property  belonging  to  or  in 
use  by  the  respective  corporations  and  neces¬ 
sary  to  facilitate  the  audit,  and  they  shall  be 
afforded  full  facilities  for  verifying  transac¬ 
tions  with  the  balances  or  securities  held  by 
depositaries,  fiscal  agents,  and  custodians. 
The  audit  shall  begin  with  the  first  fiscal 
year  commencing  after  the  enactment  of 
this  act. 

Sec.  106.  A  report  of  each  such  audit  for 
each  fiscal  year  ending  on  June  30  shall  be 
made  by  the  Comptroller  General  to  the  Con¬ 
gress  not  later  than  January  15  following 
the  close  of  the  fiscal  year  for  which  such 
audit  is  made.  The  report  shall  set  forth  the 
scope  of  the  audit  and  shall  include  a  state¬ 
ment  (showing  intercorporate  relations)  of 
assets  and  liabilities,  capital  and  surplus  or 
deficit;  a  statement  of  surplus  or  deficit  anal¬ 
ysis;  a  statement  of  income  and  expenses;  a 
statement  of  sources  and  application  of 
funds;  and  such  comments  and  information 
as  may  be  deemed  necessary  to  keep  Con¬ 
gress  informed  of  the  operations  and  finan¬ 
cial  condition  of  the  several  corporations,  to¬ 
gether  with  such  recommendations  with  re¬ 
spect  thereto  as  the  Comptroller  General  may 
deem  advisable,  including  a  report  of  any  im¬ 
pairment  of  capital  noted  in  the  audit  and 
recommendations  for  the  return  of  such  Gov¬ 
ernment  capital  or  the  payment  of  such  divi¬ 
dends  as,  in  his  judgment,  should  be  ac¬ 
complished.  The  reports  shall  also  show 
specifically  any  program,  expenditure,  or 
other  financial  transaction  or  undertaking 
observed  in  the  course  of  the  audit,  which 
in  the  opinion  of  the  Comptroller  General, 
has  been  carried  on  or  made  without  author¬ 
ity  of  law.  A  copy  of  each  report  shall  be 
furnished  to  the  President,  to  the  Secretary 
of  the  Treasury,  and  to  the  corporation  con¬ 
cerned  at  the  time  submitted  to  the  Congress. 

Sec.  107.  Whenever  it  is  deemed  by  the  Di¬ 
rector  of  the  Bureau  of  the  Budget,  with  the 
approval  of  the  President,  to  be  practicable 
and  in  the  public  interest  that  any  wholly 
owned  Government  corporation  be  treated 
with  respect  to  its  appropriations,  expendi¬ 
tures,  receipts,  accounting,  and  other  fiscal 
matters  as  if  it  were  a  Government  agency 
other  than  a  corporation,  the  Director  shall 
include  in  connection  with  the  Budget  pro¬ 
gram  of  such  corporation  in  the  Budget  a 
recommendation  to  that  effect.  If  the  Con¬ 
gress  approves  such  recommendation  in  con¬ 
nection  with  the  budget  program  for  any 
fiscal  year,  such  corporation,  with  respect  to 
subsequent  fiscal  years,  shall  be  regarded  as 
an  establishment  other  than  a  corporation 
for  the  purposes  of  the  Budget  and  Account¬ 
ing  Act,  1921,  and  other  provisions  of  law  re¬ 
lating  to  appropriations,  expenditures,  re¬ 
ceipts,  accounts,  and  other  fiscal  matters, 
and  shall  not  be  subject  to  the  provisions  of 
this  act  other  than  this  section.  The  corpo¬ 
rate  entity  shall  not  be  affected  by  this  sec¬ 
tion. 
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TITLE  II - MIXED-OWNERSHIP  GOVERNMENT 

CORPORATIONS 

Sec.  201.  As  used  in  this  act  the  term 
“mixed-ownership  Government  corporations’’ 
means  (1)  the  Central  Bank  for  Cooperatives 
and  the  regional  hanks  for  cooperatives, 
(2)  Federal  land  banks,  (3)  Federal  home 
loan  banks,  and  (4)  Federal  Deposit  Insur¬ 
ance  Corporation. 

Sec.  202.  Tire  financial  transactions  of 
mixed-ownership  Government  corporations 
for  any  period  during  which  Government 
capital  has  been  invested  therein  shall  be 
audited  by  the  General  Accounting  Office  in 
accordance  with  the  principles  and  proced¬ 
ures  applicable  to  commercial  corporate 
transactions  and  under  such  rules  and  regu¬ 
lations  as  may  be  prescribed  by  the  Comp¬ 
troller  General  of  the  United  States.  The 
audit  shall  be  conducted  at  the  place  or 
places  where  the  accounts  of  the  respective 
corporations  are  normally  kept.  The  repre¬ 
sentatives  of  the  General  Accounting  Office 
shall  have  access  to  all  books,  accounts, 
financial  records,  reports,  files,  and  all  other 
papers,  things,  or  property  belonging  to  or 
in  use  by  the  respective  corporations  and 
necessary  to  facilitate  the  audit,  and  they 
shall  be  afforded  full  facilities  for  verifying 
transactions  with  the  balances  or  securities 
held  by  depositaries,  fiscal  agents,  and  cus¬ 
todians.  The  audit  shall  begin  with  the 
first  fiscal  year  commencing  after  the  enact¬ 
ment  of  this  act. 

Sec.  203.  A  report  of  each  such  audit  for 
each  fiscal  year  ending  on  June  30  shall  be 
made  by  the  Comptroller  General  to  the  Con¬ 
gress  not  later  than  January  15  following  the 
close  of  the  fiscal  year  for  which  such  audit 
is  made.  The  report  shall  set  forth  the 
scope  of  the  audit  and  shall  include  a  state¬ 
ment  (showing  intercorporate  relations)  of 
assets  and  liabilities,  capital  and  surplus  or 
deficit;  a  statement  of  surplus  or  deficit 
analysis;  a  statement  of  income  and  expense; 
a  statement  of  sources  and  application  of 
funds;  and  such  comments  and  information 
as  may  be  deemed  necessary  to  keep  Congress 
informed  of  the  operations  and  financial  con¬ 
dition  of,  and  the  use  of  Government  capital 
by,  each  such  corporation,  together  with 
such  recommendations  with  respect  thereto 
as  the  Comptroller  General  may  deem  ad¬ 
visable,  including  a  report  of  any  impair¬ 
ment  of  capital  or  lack  of  sufficient  capital 
noted  in  the  audit  and  recommendations  for 
the  return  of  such  Government  capital  or 
the  payment  of  such  dividends  as,  in  his 
judgment,  should  be  accomplished.  The  re¬ 
port  shall  also  show  specifically  any  program, 
expenditure,  or  other  financial  transaction  or 
undertaking  observed  in  the  course  of  the 
audit,  which,  in  the  opinion  of  the  Comp¬ 
troller  General,  has  been  carried  on  or  made 
without  authority  of  law.  A  copy  of  each 
report  shall  be  furnished  to  the  President, 
to  the  Secretary  of  the  Treasury,  and  to  the 
corporation  concerned  at  the  time  submitted 
to  the  Congress. 

Sec.  204.  The  President  shall  include  in 
the  annual  Budget  any  recommendations  he 
may  wish  to  make  as  to  the  return  of  Govern¬ 
ment  capital  to  the  Treasury  by  any  mixed- 
ownership  corporation. 

TITLE  in - GENERAL  PROVISIONS 

Sec.  301.  (a)  The  expenses  of  auditing  the 
financial  transactions  of  wholly  owned  and 
mixed-ownership  Government  corporations 
as  provided  in  sections  105  and  202  of  this 
act  shall  be  borne  out  of  appropriations  to 
the  General  Accounting  Office,  and  appropria¬ 
tions  in  such  sums  as  may  be  necessary  are 
hereby  authorized:  Provided,  That  each  such 
corporation  shall  reimburse  the  General  Ac¬ 
counting  Office  for  the  full  cost  of  any  such 
audit  as  billed  therefor  by  the  Comptroller 
General,  and  the  General  Accounting  Office 
shall  deposit  the  sums  so  reimbursed  into  the 
Treasury  as  miscellaneous  receipts:  Pro¬ 
vided  further,  That  in  making  the  audits 


provided  in  said  sections  the  Comptroller 
General  shall,  to  the  fullest  extent  deemed 
by  him  to  be  pracitcable,  utilize  reports  of 
examinations  of  Government  corporations 
made  by  a  supervising  administrative  agency 
pursuant  to  law. 

(b)  For  the  purpose  of  conducting  such 
audit  the  Comptroller  General  is  authorized 
in  his  discretion  to  employ  not  more  than 
10  persons  without  regard  to  the  Classifica¬ 
tion  Act  of  1923,  as  amended,  only  one  of 
whom  may  be  compensated  at  a  rate  of  as 
much  as  but  not  more  than  $10,000  per  an¬ 
num,  and  to  employ  by  contract,  without 
regard  to  section  3709  of  the  Revised  Stat¬ 
utes,  professional  services  of  firms  and  or¬ 
ganizations  for  temporary  periods  or  for  spe¬ 
cial  purposes. 

(c)  The  audit  provided  in  sections  105  and 
202  of  this  act  shall  be  In  lieu  of  any  audit 
of  the  financial  transactions  of  any  Govern¬ 
ment  corporation  required  to  be  made  by  the 
General  Accounting  Office  for  the  purpose  of 
a  report  to  the  Congress  or  to  the  President 
under  any  existing  law. 

(d)  Unless  otherwise  expressly  provided  by 
law,  no  funds  of  any  Government  corporation 
shall  be  used  to  pay  the  cost  of  any  private 
audit  of  the  financial  records  of  the  offices 
of  such  corporation,  except  the  cost  of  such 
audits  contracted  for  and  undertaken  prior 
to  April  25,  1945. 

Sec.  302.  The  banking  or  checking  accounts 
of  all  wholly  owned  and  mixed-ownership 
Government  corporations  shall  be  kept  with 
the  Treasurer  of  the  United  States,  or,  with 
the  approval  of  the  Secretary  of  the  Treasury, 
with  a  Federal  Reserve  bank,  or  with  a  bank 
designated  as  a  depositary  or  fiscal  agent  of 
the  United  States:  Provided,  That  the  Sec¬ 
retary  of  the  Treasury  may  waive  the  require¬ 
ments  of  this  section  under  such  conditions 
as  he  may  determine:  And  provided  further, 
That  this  section  will  not  apply  to  the  estab¬ 
lishment  and  maintenance  in  any  bank  for 
a  temporary  period  of  banking  and  checking 
accounts  not  in  excess  of  $50,000  in  any  one 
bank.  The  provisions  of  this  section  shall 
not  be  applicable  to  Federal  intermediate 
credit  banks,  production  credit  corpora¬ 
tions,  the  Central  Bank  for  Cooperatives,  the 
regional  banks  for  cooperatives,  or  the  Fed¬ 
eral  land  banks,  except  that  each  such  cor¬ 
poration  shall  be  required  to  report  annually 
to  the  Secretary  of  the  Treasury  the  names 
of  the  depositaries  in  which  such  corporation 
keeps  a  banking  or  checking  account,  and  the 
Secretary  of  the  Treasury  may  make  a  report 
in  writing  to  the  corporation,  to  the  Presi¬ 
dent,  and  to  the  Congress  which  he  deems 
advisable  upon  receipt  of  any  such  annual 
report. 

Sec.  303.  (a)  All  bonds,  notes,  debentures, 
and  other  similar  obligations  which  are  here¬ 
after  issued  by  any  wholly  owned  or  mixed- 
ownership  Government  corporation  and  of¬ 
fered  to  the  public  shall  be  in  such  forms 
and  denominations,  shall  have  such  maturi¬ 
ties,  shall  bear  such  rates  of  interest,  shall 
be  subject  to  such  terms  and  conditions,  shall 
be  issued  in  such  manner  and  at  such  times 
and  sold  at  such  prices  as  have  been  or  as 
may  be  approved  by  the  Secretary  of  the 
Treasury. 

(b)  Bfereafter,  no  wholly  owned  or  mixed- 
ownership  Government  corporation  shall  sell 
or  purchase  any  direct  obligation  of  the 
United  States  or  obligation  guaranteed  as  to 
principal  or  interest,  or  both,  for  its  own  ac¬ 
count  and  in  its  own  right  and  interest,  at 
any  one  time  aggregating  in  excess  of  $100,- 
000,  without  the  approval  of  the  Secretary  of 
the  Treasury :  Provided,  That  the  Secretary  of 
the  Treasury  may  waive  the  requirement  of 
his  approval  with  respect  to  any  transaction 
or  classes  of  transactions  subject  to  the  pro¬ 
visions  of  this  subsection  for  such  period  of 
time  and  under  such  conditions  as  he  may 
determine. 

(c)  The  Secretary  of  the  Treasury  is  hereby 
authorized  to  exercise  any  of  the  functions 


vested  in  him  by  this  section  through  any 
officer  or  employee  of  any  Federal  agency 
whom  he  may  designate,  with  the  concur¬ 
rence  of  the  head  of  the  agency  concerned, 
for  such  purpose. 

(d)  Any  mixed-ownership  Government  cor¬ 
poration  from  which  Government  capital  has 
been  entirely  withdrawn  shall  not  be  subject 
to  the  provisions  of  section  302  or  of  this  sec¬ 
tion  during  the  period  such  corporation  re¬ 
mains  without  Government  capital.  The 
provisions  of  subsections  (a)  and  (b)  of  this 
section  shall  not  be  applicable  to  Federal 
intermediate  credit  banks,  production  credit 
corporations,  the  Central  Bank  for  Coopera¬ 
tives,  the  regional  banks  for  cooperatives,  or 
the  Federal  land  banks,  except  that  each 
such  corporation  shall  be  required  to  consult 
with  the  Secretary  of  the  Treasury  prior  to 
taking  any  action  of  the  kind  covered  by  the 
provisions  of  subsections  (a)  and  (b)  of  this 
section,  and  in  the  event  an  agreement  is 
not  reached,  the  Secretary  of  the  Treasury 
may  make  a  report  in  writing  to  the  corpo¬ 
ration,  to  the  President,  and  to  the  Congress 
stating  the  grounds  for  his  disagreement. 

Sec.  304.  (a)  No  corporation  shall  be 
created,  organized,  or  acquired  hereafter  by 
any  officer  or  agency  of  the  Federal  Govern¬ 
ment  or  by  any  Government  corporation  for 
the  purpose  of  acting  as  an  agency  or  in¬ 
strumentality  of  the  United  States,  except  by 
act  of  Congress  or  pursuant  to  an  act  of  Con¬ 
gress  specifically  authorizing  such  action. 

(b)  No  wholly  owned  Government  corpo¬ 
ration  created  by  or  under  the  laws  of  any 
State,  Territory,  or  possession  of  the  United 
States  or  any  political  subdivision  thereof,  or 
under  the  laws  of  the  District  of  Columbia, 
shall  continue  after  June  30,  1948,  as  an 
agency  or  instrumentality  of  the  United 
States,  and  no  funds  of,  or  obtained  from,  the 
United  States  or  any  agency  thereof,  includ¬ 
ing  corporations,  shall  be  invested  in  or  em¬ 
ployed  by  any  such  corporation  after  that 
date,  except  for  purposes  of  liquidation.  The 
proper  corporate  authority  of  every  such  cor¬ 
poration  shall  take  the  necessary  steps  to  in¬ 
stitute  dissolution  or  liquidation  proceedings 
on  or  before  that  date:  Provided,  That  prior 
thereto  any  such  corporation  may  be  reincor¬ 
porated  by  act  of  Congress  for  such  purposes 
and  term  of  existence  and  with  such  powers, 
privileges,  and  duties  as  authorized  by  such 
act,  including  the  power  to  take  over  the 
assets  and  assume  the  liabilities  of  its  respec¬ 
tive  predecessor  corporation. 

Mr.  MANASCO  (interrupting  the  read¬ 
ing  of  the  bill).  Mr.  Chairman,  I  ask 
unanimous  consent  that  the  bill  be  con¬ 
sidered  as  read,  that  it  be  printed  in  the 
Record  at  this  point,  and  that  it  be  open 
to  amendment  to  any  section. 

Mr.  WHITTINGTON.  Mr.  Chairman, 
I  shall  not  object,  but  make  the  sugges¬ 
tion  that  the  Chair  announce  the  sec¬ 
tions  numerically  so  that  amendments 
may  be  offered,  if  desired,  to  the  sections 
as  announced. 

The  CHAIRMAN.  The  Chair  will 
adopt  the  gentleman’s  suggestion. 

Is  there  objection  to  the  request  of  the 
gentleman  from  Alabama? 

There  was  no  objection. 

The  CHAIRMAN.  Are  there  any 
amendments  to  section  101?  Section 
102? 

Mr.  VOORHIS  of  California.  Mr. 
Chairman,  I  move  to  strike  out  the  last 
word. 

Mr.  Chairman,  I  shall  not  take  all  of 
the  time  allotted  me,  but  I  have  had  no 
opportunity  to  speak  on  the  pending  bill 
today  and  there  is  one  thought  I  want  to 
express. 
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The  Members  of  the  House  will  realize 
that  from  my  point  of  view  the  work  of 
some  of  these  Government  corporations 
has  been  most  valuable  to  the  Nation. 
I  am  not  speaking  about  all  of  them 
now;  I  am  speaking  about  some  of  them, 
and  I  will  not  take  the  trouble  to  dif¬ 
ferentiate.  In  other  words,  I  would  fight 
very  hard  in  favor  of  legislation  to  con¬ 
tinue  some  of  these  corporations  and  the 
work  that  they  are  doing,  particularly 
those  the  work  of  which  is  specifically 
outlined  by  the  Congress  in  attempts  to 
meet  certain  definite  objectives  which 
have  been  carefully  set  forth  in  the  leg¬ 
islation.  From  that  point  of  view,  may 
I  say  that  I  am  very  much  in  favor  of  the 
legislation.  I  think  it  is  the  kind  of  thing 
the  Congress  should  have  been  doing  for 
a  long  time. 

The  only  difficulty  is  that  this  is  what 
might  be  called  broadax  legislation.  In 
other  words,  we  take  the  whole  problem 
that  we  have  recognized  as  piling  up,  and 
we  try  to  deal  with  it  in  one  piece  of  leg¬ 
islation.  We  lay  down  broad,  sound 
principles. 

I  want  to  try  to  point  out  what  the 
root  of  this  problem  actually  is.  What 
this  bill  really  means  is  that  the  right  of 
existence  and  all  the  acts  of  every  one  of 
these  Government  corporations,  whether 
it  was  created  by  the  Congress  in  the  first 
place  by  specific  legislation  or  not,  is  go¬ 
ing  to  be  subject  to  congressional  re¬ 
view  and  congressional  scrutiny.  I  think 
it  implies  more  than  that.  It  implies  the 
basic  duty  of  the  Congress  to  legislate 
specifically  and  in  detail  not  only  about 
every  one  of  these  corporations  but  also 
about  the  other  problems  of  government. 
That  is  something  which  we  have  not  al¬ 
ways  done,  but  when  we  pass  this  bill 
we  are  placing  that  obligation  upon  our¬ 
selves.  The  real  answer  to  this  problem 
of  the  proper  place  of  the  Congress  in 
the  American  Government  lies  not  only 
in  the  passage  of  legislation  like  this  to 
assert  congressional  control,  which  is 
proper,  but  lies  even  more  fundamentally 
in  the  original  instance  of  passing  legis¬ 
lation  in  sufficient  detail  and  with  suf¬ 
ficient  care  and  spending  enough  time 
on  it  so  that  we  outline  exactly  what  the 
functions  of  a  Government  agency  are 
supposed  to  be  and  provide  in  the  first 
instance  for  the  kind  of  thing  that  we 
provide  here  for  Government  corpora¬ 
tions  as  a  whole.  That  is  the  way  our 
job  must  be  done. 

As  I  said  in  the  beginning  of  my  re¬ 
marks,  there  are  some  of  these  corpora¬ 
tions  for  whose  continuance  I  would  fight 
very  hard.  I  would  also  fight  very  hard 
to  have  their  powers  and  duties  spe¬ 
cifically  defined  and  as  carefully  as  Con¬ 
gress  can  do  it,  to  have  the  safeguards 
of  this  legislation  concerning  audit  con¬ 
trol  and  such  matters  as  that.  We  should 
look  at  this  problem  as  it  really  is,  be¬ 
cause,  after  all,  we  are  not  going  to  meet 
the  future  problems  of  this  Nation,  as 
momentous  as  that  future  is  and  as 
fraught  with  new  elements  as  it  is, 
merely  by  control.  We  are  going  to  have 
to  meet  it  by  dynamic  forward-looking 
action.  When  we  take  that  forward- 
looking  action,  let  us  take  it  in  accord¬ 
ance  with  the  spirit  of  this  bill  and  see  to 
it  that  congressional  control  over  it  may 


be  had  and  that  a  congressional  outline 
of  exact  functions  is  also  carried  therein. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  California  has  expired. 

The  pro  forma  amendment  was  with¬ 
drawn. 

The  CHAIRMAN.  Are  there  any  other 
amendments  to  section  102?  Any 
amendments  to  section  103?  Sections 
104,  105,  106,  107?  Section  201,  page 
8?  Section  202?  Section  203?  Section 
204?  Section  301,  page  10? 

Mr.  FLANNAGAN.  Mr.  Chairman,  I 
offer  an  amendment. 

The  Clerk  read  as  follows; 

Amendment  offered  by  Mr.  Flannagan: 
On  page  11,  line  3,  after  the  period,  insert 
the  following:  “In  the  case  of  any  wholly 
owned  or  mixed -ownership  Government  cor¬ 
poration  which  is  specifically  required  by 
law  to  be  examined  at  least  annually  by  ex¬ 
aminers  appointed  or  designated  by  the 
Farm  Credit  Administration,  such  exami¬ 
nations  shall  be  in  lieu  of  the  requirements 
of  sections  105,  106,  202,  and  203  of  this  act 
and  of  section  5  of  the  act  of  February  24, 
1945  (Public  Law  4,  79th  Cong.);  but  the 
Comptroller  General  shall  from  time  to  time 
review  the  scope  of  such  examination  and 
the  adequacy  of  the  reports  thereof,  and 
may  make  such  report  thereon  in  writing 
which  he  deems  advisable  to  the  Farm  Credit 
Administration,  to  the  President,  and  to  the 
Congress.” 

Mr.  FLANNAGAN.  Mr.  Chairman,  we 
had  a  rather  full  discussion  of  this 
amendment.  I  do  not  believe  anything 
further  can  be  said  one  way  or  the  other. 
I  think  those  present  understand  the 
nature  of  it.  The  only  purpose  of  the 
amendment  is  to  keep  the  farmers  of 
America  from  being  saddled  with  this 
additional  burden.  As  I  stated  awhile 
ago,  the  substantive  law  provides  for  an 
audit  of  every  one  of  these  farm-credit 
agencies.  The  bill,  as  drawn,  provides 
that  another  audit  shall  be  made  of  each 
one  of  those  agencies,  and  my  amend¬ 
ment  would  eliminate  that  mandatory 
provision  in  the  bill  with  respect  to  these 
farm  loaning  agencies. 

Mr.  WHITTINGTON.  Mr.  Chairman, 
I  ask  unanimous  consent  that  all  debate 
on  this  amendment  and  all  amendments 
thereto  and  all  amendments  to  the  pend¬ 
ing  section  close  in  5  minutes. 

The  CHAIRMAN.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Mississippi? 

There  was  no  objection. 

Mr.  WHITTINGTON.  Mr.  Chairman, 
in  the  very  kindest  spirit  permit  me  to 
say  that  the  pending  amendment  is 
wholly  unjustified.  Under  the  guise  ot 
amending  this  section  and  this  bill  the 
amendment  provides  that  the  only  truly 
independent  audit  that  Congress  has  ever 
provided  for  the  Farm  Credit  Adminis¬ 
tration  shall  be  repealed.  There  is  in 
this  amendment  the  provision  that  sec¬ 
tion  5  of  the  act  of  February  24,  1845, 
the  George  Act,  shall  not  apply  to  the 
Farm  Credit  Administration;  in  other 
words,  in  addition  to  being  exempt  from 
the  provisions  of  the  pending  bill,  the 
gentleman’s  amendment  would  exempt 
the  Farm  Credit  Administration  from 
the  provisions  of  the  existing  law,  to  wit, 
the  George  bill,  as  amended  and  clari¬ 
fied  by  the  First  Deficiency  Act  of  1945. 


Mr.  Chairman,  I  would  like  to  say  this, 
that  the  members  of  this  committee  were 
as  diligent  as.  the  members  of  any  other 
committee  interested,  as  many  of  them 
are,  directly  in  agriculture,  in  seeing  that 
there  be  no  duplication,  and  in  an  effort 
to  prevent  any  duplication  and  in  the 
very  best  language  we  provide  that  the 
Comptroller  General  shall  utilize — and  I 
read: 

To  the  fullest  extent  deemed  by  him  to  be 
practical  *  *  *  reports  of  examinations 

of  Government  corporations  made  by  a  super¬ 
vising  administrative  agency  pursuant  to 
law. 

There  are  other  agencies  that  make 
their  examinations.  The  Home  Loan 
Bank  Administration  has  its  examiners, 
and  I  dare  say  they  are  as  well  qualified 
as  the  examiners  of  the  Farm  Credit 
Administration,  yet  Federal  home-loan 
banks  are  included  in  this  bill. 

The  Federal  Deposit  Insurance  Cor¬ 
poration,  having  to  do  with  banks  in 
every  State  in  the  Nation,  is  also  includ¬ 
ed.  In  an  effort  to  be  doubly  fair,  in  an 
effort  to  prevent  any  duplication,  we 
asked  the  Comptroller  General  to  give 
us  a  written  statement  that  he  would  not 
duplicate  and  that  he  would  not  disre¬ 
gard  these  independent  audits.  He  sub¬ 
mitted  a  letter  to  the  committee  on  June 
15,  1945,  and  in  that  letter  stated  that 
it  was  his  plan  and  his  purpose,  as  the 
independent  agency  of  the  Congress,  to 
utilize  these  reports,  but  that  it  would  not 
be  fair  at  all  to  prevent  his  taking  a  look 
at  the  farm  credit  corporations  or  other 
similar  corporations  to  see  whether  or  not 
these  corporations  had  complied  with  the 
law  under  which  they  function.  There  is 
a  need  for  the  examination  and  reports 
made  under  the  direction  of  the  Farm 
Credit  Administration.  They  are  essen¬ 
tial  to  good  administration,  but  they  are 
not  a  substitute  for  the  independent  au¬ 
dit  by  the  Comptroller  General.  In  ad¬ 
dition  to  that  statement  and,  in  addition 
to  the  substantive  language  of  the  bill, 
the  committee  report  on  page  9  states 
that  it  is  the  intent  of  this  bill  that  not 
only  the  audits  of  these  agencies  such  as 
the  Farm  Credit  Administration  are  to  be 
considered,  but  that  the  audits  of  the 
Federal  home-loan  banks  in  the  munici¬ 
palities  of  the  country,  and  those  made 
by  any  other  agencies  shall  be  utilized 
where  there  are  independent  audits  un¬ 
der  the  pending  bill  to  the  end  that  there 
may  be  no  duplication.  The  Congress 
wants  its  agent  to  audit  and  report  on 
both  the  Farm  Credit  and  the  corpora¬ 
tions  under  its  control. 

In  my  judgment,  Mr.  Chairman,  this 
amendment  should  be  defeated. 

Mr.  FLANNAGAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  WHITTINGTON.  I  yield  to  the 
gentleman  from  Virginia. 

Mr.  FLANNAGAN.  The  gentleman 
made  a  statement  which  I  know  he  wants 
to  correct,  that,  if  this  amendment  is 
adopted  the  farm-lending  agencies  will 
no  longer  be  audited. 

Mr.  WHITTINGTON.  I  made  the 
statement  that  if  the  amendment  is 
adopted  there  would  be  no  independent 
audit  and  I  repeat  it.  The  language  is. 
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and  I  quote  from  the  gentleman’s 
amendment: 

Such  examinations— 

That  is,  the  examinations  by  his  exam¬ 
iners — 

shall  he  in  lieu  of  the  requirements  of  sec¬ 
tions  105,  106,  202,  and  203  of  this  act  and 
of  section  5  of  the  act  of  February  24,  1945. 

The  latter  is  the  George  Act.  In  other 
words,  it  absolutely  exempts  the  Farm 
Credit  Administration  from  the  provi¬ 
sions  of  the  George  Act. 

Mr.  FLANNAGAN.  I  want  to  correct 
the  record.  Prior  to  the  George  Act  all 
of  these  farm -lending  agences  were 
audited.  - 

Mr.  WHITTINGTON.  Yes,  by  the 
Farm  Credit  Administration.  It  makes 
its  own  audit.  We  do  not  argue  that.  I 
have  stated  that  not  only  the  Farm 
Credit  Administration  but  the  Federal 
home-loan  banks  and  other  agencies 
make  audits,  but  they  are  not  exempted 
from  the  George  Act.  Because  the  Farm 
Credit  Administration  audits  and  exam¬ 
ines  comparable  to  other  examiners,  no 
better  and  maybe  no  worse,  there  is  no 
occasion  to  exempt  it  or  others.  I  main¬ 
tain  that  no  corporation  of  any  kind  or 
character  should  be  exempted  from  the 
provisions  of  this  bill. 

Mr.  Chairman,  I  ask  that  the  amend¬ 
ment  be  voted  down. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Mississippi  has  expired. 
All  time  has  expired. 

The  question  is  on  the  amendment 
offered  by  the  gentleman  from  Virginia 
[Mr.  Flannagan]. 

The  amendment  was  rejected. 

The  CHAIRMAN.  Are  there  any 
amendments  to  section  302?  Section 
303?  Section  304? 

If  not,  under  the  rule,  the  Committee 
rises. 

Accordingly  the  Committee  rose;  and 
the  Speaker  pro  tempore  (Mr.  Gore) 
having  assumed  the  chair,  Mr.  Cooley, 
Chairman  of  the  Committee  of  the  Whole 
House  on  the  State  of  the  Union,  reported 
that  that  Committee,  having  had  under 
consideration  the  bill  (H.  R.  3660)  to 
provide  for  financial  control  of  Govern¬ 
ment  corporations,  pursuant  to  House 
Resolution  339,  he  reported  the  bill  back 
to  the  House. 

The  SPEAKER  pro  tempore.  Under 
the  rule,  the  previous  question  is  ordered. 

The  question  is  on  the  engrossment 
and  third  reading  of  the  bill. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  and  was  read  the 
third  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  passage  of  the  bill. 

The  bill  was  passed. 

A  motion  to  reconsider  was  laid  on  the 
table. 

GENERAL  LEAVE  TO  REVISE  AND  EXTEND 

Mr.  MANASCO.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
who  spoke  on  the  bill  just  passed  may 
have  permission  to  revise  and  extend 
their  remarks. 

The  SPEAKER  pro  tempore.  Is  there 
objection  to  the  request  of  the  gentle¬ 
man  from  Alabama? 

There  was  no  objection. 
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Mr.  WHITTINGTON.  Mr.  Speaker,  I 
ask  unanimous  consent  to  address  the 
House  for  1  minute. 

The  SPEAKER  pro  tempore.  Is  there 
objection  to  the  request  of  the  gentleman 
from  Mississippi? 

There  was  no  objection. 

Mr.  WHITTINGTON.  Mr.  Speaker, 
may  I  say  that  it  is  a  source  of  gratifica¬ 
tion  that  this  bill  passed  unanimously. 

EXTENSION  OF  REMARKS 

Mr.  RANKIN  (at  the  request  of  Mr. 
Whittington)  was  given  permission  to 
revise  and  extend  the  remarks  he  made 
previously  today  and  to  include  therein 
a  short'magazine  article. 

PERMISSION  TO  ADDRESS  THE  HOUSE 

Mr.  HOFFMAN.  Mr.  Speaker,  I  ask 
unanimous  consent  that  on  tomorrow  at 
the  conclusion  of  the  legislative  program 
of  the  day  and  following  any  special 
orders  heretofore  entered,  I  may  be  per¬ 
mitted  to  address  the  House  for  15  min¬ 
utes. 

The  SPEAKER  pro  tempore.  Is  there 
objection  to  the  request  of  the  gentle¬ 
man  from  Michigan? 

There  was  no  objection. 

EXTENSION  OF  REMARKS 

Mr.  JUDD  asked  and  was  given  per¬ 
mission  to  extend  his  remarks  in  the 
Appendix  of  the  Record  and  include 
therein  a  newspaper  article  and,  further, 
to  extend  his  remarks  and  include  there¬ 
in  some  correspondence. 

Mr.  LeFEVRE  (at  the  request  of  Mr. 
Judd)  was  given  permission  to  extend 
his  remarks  in  the  Record  and  include  a 
resolution. 

STATE  FAIRGROUNDS  ■ 

Mr.  HARNESS  of  Indiana.  Mr. 
Speaker,  I  ask  unanimous  consent  to 
address  the  House  for  1  minute. 

The  SPEAKER  pro  te'mpore.  Is  there 
objection  to  the  request  of  the  gentle¬ 
man  from  Indiana? 

There  was  no  objection. 

Mr.  HARNESS  of  Indiana.  Mr. 
Speaker,  the  War  Department  at  the  be¬ 
ginning  of  this  war  took  over  a  number 
of  State  fairgrounds  throughout  the 
country  on  leases  that  ran  for  the  dura¬ 
tion  and  6  months  at  $1  a  year.  I  have 
offered  a  bill  today  directing  the  Secre¬ 
tary  of  War,  upon  the  request  of  the  re¬ 
spective  governors,  to  return  the  fair¬ 
grounds  within  a  period  of  60  days  and 
restore  the  buildings  to  the  condition  in 
which  they  were  at  the  time  they  took 
them  over.  This  will  assure  resumption 
of  State  fairs  next  year.  This  will  be 
helpful  to  both  industry  and  American 
farmers. 

EXTENSION  OF  REMARKS 

Mr.  PRIEST  asked  and  was  given  per¬ 
mission  to  extend  his  remarks  in  the  Ap¬ 
pendix  of  the  Record  and  include  an 
editorial. 

GENERAL  LEAVE  TO  EXTEND  REMARKS 

ON  THE  DAYLIGHT-SAVING  BILL  AND 

LEGISLATIVE  PROGRAM 

Mr.  McCORMACK.-  Mr.  Speaker,  I 
ask  unanimous  consent  that  all  Mem¬ 
bers  may  be  permitted  to  extend  their 


remarks  in  the  Record  within  five  legisla¬ 
tive  days  on  the  daylight-saving  bill, 
H.  R.  3974. 

Mr.  MARTIN  of  Massachusetts.  Mr. 
Speaker,  reserving  the  right  to  object, 
and  I  am  not  going  to  object,  may  I  in¬ 
quire  from  the  majority  leader  as  to  what 
the  program  is  going  to  be  for  the  rest  of 
the  week. 

Mr.  McCORMACK.  There  is  no  fur¬ 
ther  legislation  for  the  remainder  of  the 
week.  The  Members  being  advised  may 
govern  themselves  accordingly.  On 
Monday,  the  bill  out  of  the  Committee 
on  Military  Affairs  having  to  do  with 
voluntary  enlistments  will  be  brought  up. 
It  is  my  understanding  that  if  there  is  a 
roll  call  vote  on  that  bill  the  roll  call 
will  take  place  on  Tuesday. 

Mr.  MARTIN  of  Massachusetts.  That 
is  my  understanding. 

Mr.  HARNESS  of  Indiana.  Mr.  Speak¬ 
er,  will  the  gentleman  yield? 

Mr.  McCORMACK.  I  am  glad  to  yield 
to  the  gentleman. 

Mr.  HARNESS  of  Indiana.  I  wonder 
why  the  Military  Affairs  Committee  bill 
on  voluntary  enlistments  v/as  set  over 
until  Monday.  I  understood  it  was  com¬ 
ing  up  tomorrow  and  I  think  it  is  of  such 
vital  importance  that  it  ought  not  to 
be  delayed  any  longer  than  is  absolutely 
necessary. 

Mr.  McCORMACK.  All  I  can  say  to 
the  gentleman  is  that  the  action  was 
taken  insofar  as  I  know  as  the  result 
of  the  suggestion  of  members  of  the  com¬ 
mittee. 

Mr.  HARNESS  of  Indiana.  May  I  say 
to  the  gentleman  that  what  we  are  at¬ 
tempting  to  do  is  to  encourage  volun¬ 
tary  enlistments. 

Mr.  McCORMACK.  Of  course,  I  agree 
with  the  gentleman. 

Mr.  HARNESS  of  Indiana.  That  is  to 
the  end  that  we  can  hasten  the  term¬ 
ination  of  the  draft  and  replace  every 
single  soldier  who  is  serving  abroad.  I 
think  we  ought  to  hurry. 

Mr.  McCORMACK.  I  concur  in  every 
statement  that  the  gentleman  has  made 
with  reference  to  the  hastening  of  vol¬ 
untary  enlistments.  But  the  gentleman 
asked  me  why  the  bill  was  going  to  be 
brought  up  on  Monday.  My  understand¬ 
ing  is  that  that  is  what  was  desired  by 
the  members  of  the.  committee  handling 
the  bill.  Naturally,” since  the  committee 
had  such  a  desire,  it  is  my  recollection, 
though  I  may  be  wrong  as  I  was  not  on 
the  floor,  that  the  ranking  member  of  the 
committee  was  to  submit  the  unanimous 
consent  request.  In  other  words,  it  was 
in  agreement  with  the  desires  of  the 
members  of  the  committee. 

Mr.  HARNESS  of  Indiana.  I  want  to 
make  it  clear  that  we  came  down  here 
10  days  before  the  Congress  convened 
and  worked  to  get  that  legislation  out. 
I  do  not  understand  why  it  is  delayed 
another  week.  I  am  not  saying  it  is  the 
fault  of  the  gentleman  from  Massa¬ 
chusetts. 

Mr.  MARTIN  of  Massachusetts.  I 
understand  that  on  tomorrow  you  will 
probably  adjourn  over  until  Monday.  Is 
that  the  intention? 

Mr.  McCORMACK.  We  probably  will 
meet  on  Friday,  but  there  will  be  no 
legislation. 
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Financial  Control  of  Government 
Corporations 


SPEECH 

OF 

HON.  JOHN  W.  FLANNAGAN,  JR. 

OF  VIRGINIA 

IN  THE  HOUSE  OF  REPRESENTATIVES 
Wednesday,  September  12,  1945 

The  House  in  Committee  of  the  Whole 
House  on  the  State  of  the  Union  had  under 
consideration  the  bill  (H.  R.  3660)  to  pro¬ 
vide  for  financial  control  of  Government 
corporations. 

Mr.  MANASCO.  Mr.  Chairman,  I 
yield  14  minutes  to  the  gentleman  from 
Virginia  [Mr.  Flannagan], 

Mr.  FLANNAGAN.  Mr.  Chairman,  I 
have  asked  for  this  time  to  discuss  an 
amendment  I  propose  to  offer  to  section 
301  of  the  bill.  The  amendment  reads: 

On  page  11,  line  3,  after  the  period,  insert 
the  following: 

“In  the  case  of  any  wholly-owned  or  mixed- 
ownership  Government  corporation  which  is 
specifically  required  by  law  to  be  examined 
at  least  annually  by  examiners  appointed  or 
designated  by  the  Farm  Credit  Administra¬ 
tion,  such  examinations  shall  be  in  lieu  of  the 
requirements  of  sections  105,  106,  202,  and 
203  of  this  act  and  of  section  5  of  the  act  of 
February  24,  1945  (Public  Law  4,  79th  Cong.) ; 
but  the  Comptroller  General  shall  from  time 
to  time  review  the  scope  of  such  examination 
and  the  adequacy  of  the  reports  thereof,  and 
may  make  such  report  thereon  in  writing 
which  he  deems  advisable  to  the  Farm  Credit 
Administration,  to  the  President,  and  to  the 
Congress.” 

I  am  in  accord  with  the  general  ob¬ 
jective  of  this  legislation;  namely,  to 
bring  Government  corporations  and 
their  transactions  and  operations  under 
annual  scrutiny  by  Congress,  and  to  re¬ 
store  to  Congress  appropriate  control 
over  the  financial  operations  of  such 
agencies.  I  want  to  commend  the  com¬ 
mittee  for  the  many  constructive  im¬ 
provements  they  have  made  in  this  bill 
as  compared  with  the  original  bill — 
specifically  with  inspect  to  corporations 
serving  agriculture.  There  still  remains, 
however,  a  serious  weakness  in  the  audit¬ 
ing  requirements  as  they  affect  the  corpo¬ 
rations  which  are  under  the  supervision 
of  the  Farm  Credit  Administration. 

Under  the  provisions  of  the  bill  as  it 
now  stands,  “the  financial  transactions 
of  wholly  owned  Government  corpora¬ 
tions  shall  be  audited  by  the  General  Ac¬ 
counting  Office  in  accordance  with  the 
principles  and  procedures  applicable  to 
commercial  corporate  transactions  and 
under  such  rules  and  regulations  as  may 
be  prescribed  by  the  Comptroller  General 
of  the  United  States”  (sec.  105) .  The  bill 
also  contains  a  similar  requirement  with 
respect  to  the  auditing  of  the  financial 
transactions  of  mixed-ownership  Gov¬ 
ernment  corporations  for  any  period 


during  which  Government  capital  has 
been  invested  therein.  (Sec.  202.) 

In  addition,  there  is  a  general  provi¬ 
sion — section  301  (a) — which  requires 
every  corporation  to  “reimburse  the  Gen¬ 
eral  Accounting  Office  for  the  full  cost  of 
any  such  audit  as  billed  therefor  by  the 
Comptroller  General.”  It  is  further  pro¬ 
vided  in  section  301  (a)  “that  in  making 
the  audits  provided  in  said  sections,  the 
Comptroller  General  shall,  to  the  fullest 
extent  deemed  by  him  to  be  practicable, 
utilize  reports  of  examinations  of  Gov¬ 
ernment  corporations  made  by  a  super¬ 
vising  administrative  agency  pursuant  to 
law.” 

This  means  that  the  Comptroller  Gen¬ 
eral  would  be  required  to  audit  such 
agencies  under  the  Farm  Credit  Admin¬ 
istration  as  the  Federal  land  banks,  the 
production  credit  corporations,  the  cen¬ 
tral  banks  for  cooperatives,  and  the  re¬ 
gional  banks  for  cooperatives,  the  Fed¬ 
eral  Farm  Mortgage  Corporation,  and 
the  Federal  intermediate  credit  banks — 
except  that  he  is  required  to  utilize  “to 
the  fullest  extent  deemed  by  him  to  be 
practicable,”  the  reports  of  examina¬ 
tions  of  these  corporations  made  by  the 
Farm  Credit  Administration,  which,  in 
this  case,  is  the  supervising  administra¬ 
tive  agency. 

There  is  no  justifiable  reason  for  Con¬ 
gress  requiring  a  separate  audit  of  these 
farm-credit  agencies  by  the  Comptroller 
General.  These  corporations  stand  in  an 
entirely  different  class  from  Government 
corporations  which  have  been  set  up  by 
Executive  order  and  not  by  statutes  en¬ 
acted  by  Congress.  In  the  case  of  these 
farm-credit  corporations,  they  have  all 
been  established  pursuant  to  enabling 
acts  enacted  by  Congress;  and  Congress, 
by  various  statutes,  has  specifically 
charged  the  Farm  Credit  Administration 
with  the  responsibility  not  only  of  ex¬ 
amining  regularly  and  carefully  the  fiscal 
operations  of  these  various  corpora¬ 
tions  but  also  exercising  supervision  of 
these  institutions. 

At  the  end  of  my  remarks  I  will  insert 
in  the  Record  the  various  provisions  in 
the  statutes  under  which  Congress  has 
placed  specific  responsibilities  upon  the 
Farm  Credit  Administration  to  make 
such  regular  and  thorough  examinations 
of  these  various  corporations. 

For  example,  in  the  case  of  the  Fed¬ 
eral  land  banks,  the  law  now  requires 
the  Farm  Credit  Administration  to  have 
a  thorough  examination  made  of  these 
banks  at  least  once  a  year.  The  law  fur¬ 
ther  requires  that  “farm-credit  exam¬ 
iners  shall  be  subject  to  the  same  re¬ 
quirements,  responsibilities,  and  penal¬ 
ties  as  are  applicable  to  national-bank 
examiners  under  chapters  2  and  3  of 
title  12  (U.  S.  Code)  and  other  provi¬ 
sions  of  law.”  The  existing  statutes 
also  require  similar  examinations  by 
these  farm-credit  examiners  of  various 


other  corporations  under  the  supervision 
of  the  Farm  Credit  Administration. 

Furthermore,  these  examinations 
which  are  required  by  law  to  be  made 
by  the  Farm  Credit  Administration  go 
far  beyond  the  scope  of  the  audit.  They 
include  not  only  a  thorough  audit  of 
fiscal  and  financial  matters,  but  they 
also  make  a  thorough  examination  of  the' 
operations  of  these  institutions  to  see 
if  they  are  carrying  out  all  of  the  farm 
credit  laws  and  rules  and  regulations 
thereunder  in  all  of  their  operations  and 
activities. 

The  cost  of  these  examinations  by 
examiners  of  the  Farm  Credit  Adminis¬ 
tration  is  now  required  by  law  to  be  as¬ 
sessed  against  these  corporations. 
Hence,  in  the  last  analysis,  the  farmer 
borrowers  pay  the  cost  of  these  exami¬ 
nations. 

If  another  audit  by  the  Comptroller 
General  is  to  be  required  to  be  assessed 
against  these  corporations,  it  will  be  the 
farmer  borrowers,  in  the  last  analysis, 
who  will  have  to  pay  the  cost  of  this 
additional  audit.  Thus,  if  this  bill  passes 
in  its  present  form,  the  Comptroller 
General  can  make  independent  and  com¬ 
plete  audit  of  any  and  all  of  these  cor¬ 
porations  under  the  Farm  Credit  Ad¬ 
ministration,  and  assess  the  entire  cost 
upon  these  corporations,  thus  imposing 
a  double  burden  upon  the  farmer  bor¬ 
rowers.  This  is  an  unnecessary  and  un¬ 
fair  burden  to  be  imposed  upon  farmers 
who  borrow  from  these  institutions. 

Congress  has  already  adequately  safe¬ 
guarded  the  borrowers,  the  investing 
public,  and  the  Government’s  invest¬ 
ments  through  farm  credit  statutes 
which  prescribe  the  extent  and  manner 
through  which  these  corporations  are  to 
be  supervised  and  regulated  by  the  Farm 
Credit  Administration. 

Now,  why  should  Congress  come  along 
and  require  another  agency  of  the  Fed¬ 
eral  Government  to  duplicate  what  the 
Farm  Credit  Administration  is  already 
doing  in  the  manner  already  prescribed 
by  Congress?  I  am  in  agreement  that 
Congress  should  impose  proper  safe¬ 
guards  around  the  operations  of  Gov¬ 
ernment  corporations,  but  it  simply  does 
not  make  sense  to  me  for  Congress  to 
provide  two  agencies  to  audit  these  farm 
credit  agencies  and  impose  a  double  cost 
upon  the  farmer  borrowers.  I  can  see  no 
useful  purpose  whatever  that  can  be  ac¬ 
complished  by  such  a  requirement. 

Under  the  amendment  which  I  have 
suggested,  in  the  case  of  any  wholly- 
owned  or  mixed-ownership  Government 
corporation  which  is  specifically  required 
by  law  to  be  examined  at  least  annually 
by  examiners  appointed  or  designated  by 
the  Farm  Credit  Administration,  such 
examination  shall  be  in  lieu  of  the  re¬ 
quirements  in  this  bill  for  audits  by  the 
Comptroller  General  and  the  require- 
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ments  of  section  5  of  the  act  of  February 
24,  1945. 

However,  I  have  provided  that  the 
Comptroller  General  “shall,  from  time  to 
time  review  the  scope  of  such  examina¬ 
tion  and  the  adequacy  of  the  reports 
thereof”  and  I  have  also  authorized  him 
to  “make  such  report  thereon  in  writing 
which  he  deems  advisable  to  the  Farm 
Credit  Administration,  to  the  President 
and  to  the  Congress.”  Under  this  pro¬ 
vision  the  Comptroller  General  must, 
from  time  to  time,  review  the  scope  and 
adequacy  of  examinations  and  reports 
made  by  the  Farm  Credit  Administra¬ 
tion,  and  if  he  finds  that  they  are  inade¬ 
quate  or  if  he  finds  anything  to  criticize 
in  them,  he  is  authorized  to  make  ap¬ 
propriate  reports  to  the  Farm  Credit 
Administration,  to  the  President,  and  to 
the  Congress.  It  seems  to  me  that  this 
provision  will  accomplish  every  needed 
purpose  so  far  as  these  farm  credit 
agencies  are  concerned,  and  will  avoid 
placing  an  unnecessary  burden  and  ex¬ 
pense  upon  these  agencies  and  their 
farmer  borrowers. 

I  desire  also  to  insert  at  the  end  of 
my  remarks  a  letter  I  have  received  from 
the  American  Farm  Bureau  Federation, 
strongly  indorsing  my  amendment. 

What  will  happen,  if  the  amendment 
is  not  adopted,  is  this.  The  audit  made 
under  the  existing  law  by  the  Farm  Credit 
Administration  is  paid  for  by  your  local 
farm  organization.  The  Farm  Credit 
Administration  has  to  make  some  four 
or  five  thousand  audits  every  year,  due 
to  the  fact  that  the  audit  has  to  be  car¬ 
ried  down  to  the  local  land  bank  associa¬ 
tions,  local  P.  C.  A.  Association,  and  so 
forth.  Now  they  come  along  and  require 
the  General  Accounting  Office  to  dupli¬ 
cate  every  bit  of  this  work.  What  does 
that  mean?  Under  the  provisions  of  the 
bill  the  cost  of  that  duplication  will  be 
passed  right  down  to  your  local  assoc¬ 
iation,  and  when  the  local  associations 
find  out  that  they  have  been  charged 
twice  for  the  audit,  you  are  going  to  hear 
from  them,  meaning  by  “you”  those  of 
you  who  represent  farm  districts.  I  have 
never  heard  a  complaint  about  a  single 
examination  made  by  the  Farm  Credit 
Administration.  As  a  matter  of  fact,  I 
do  not  know  of  a  single  Government  de¬ 
partment  that  has  a  higher  standard  set 
for  its  auditors.  The  reports  are  accepted 
by  the  country  at  large,  and  the  best 
evidence  of  the  fact  is  that  the  Federal 
farm  land-bank  bonds  are  selling  right 
up  with  Government  bonds  today.  If  the 
investing  public  thought  there  was  any¬ 
thing  wrong  with  the  audit  those  bonds 
would  be  at  the  bottom. 

Mr.  HENRY.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  FLANNAGAN.  I  yield  to  the  gen¬ 
tleman  from  Wisconsin. 

Mr.  HENRY.  Is  it  not  a  fact  that  the 
Comptroller  General  under  the  proposed 
bill  could  accept  the  examinations  of 
these  auditors  of  whom  the  gentleman 
speaks? 

Mr.  FLANNAGAN.  The  language  is 
mandatory.  He  has  to  make  the  exam¬ 
ination.  Let  me  read  the  language: 

Provided  further,  That  In  making  the 
audits  provided  in  said  sections  the  Comp¬ 
troller  General  shall,  to  the  fullest  extent 


deemed  by  him  to  be  practicable,  utilize  re¬ 
ports  of  examinations  of  Government  cor¬ 
porations  made  by  a  supervising  administra¬ 
tive  agency  pursuant  to  law. 

Under  that  language,  the  Comptroller 
General  could  “to  the  fullest  extent 
deemed  by  him  to  be  practicable”  use  the 
audits  that  have  been  made  by  the  Farm 
Credit  Administration. 

Mr.  HENRY.  So  it  would  not  neces¬ 
sarily  be  a  duplication  of  effort. 

Mr.  FLANNAGAN.  I  do  not  know  if 
there  would  be  a  complete  duplification 
or  not.  I  do  know  that  the  bill  makes  it 
mandatory  upon  the  General  Account¬ 
ing  Office  to  make  audit  known. 
Here  you  have  an  auditing  agency  set  up 
that  is  recognized  from  one  end  of  this 
country  to  the  other  as  being  one  of  the 
most  competent  auditing  agencies  in 
America.  You  are  going  to  disregard  its 
'  work,  paid  for  by  the  farms  of  America, 
and  provide  for  a  second  audit  by  the 
General  Accounting  Office,  and  saddle 
every  penny  of  that  cost  upon  the 
farmers. 

Mr.  HENRY.  Does  the  distinguished 
gentleman  disagree  with  the  statement 
made  by  the  Comptroller  General: 

For  every  exemption  granted  from  its  pro¬ 
visions,  the  Congress  will  lose  just  that  much 
of  the  benefit  to  be  obtained  from  this  uni¬ 
form  pattern  of  control  and  independent  re¬ 
port. 

Mr.  FLANNAGAN.  I  certainly  do, 
when  it  comes  to  the  Farm  Credit  Ad¬ 
ministration,  because  we  have  a  real 
audit  made  by  that  Administration,  and 
have  had  from  the  beginning.  This 
Congress  set  the  pattern.  This  Congress 
said  that  those  auditors  shall  measure 
up  in  standard  to  the  examiners  of  the 
Federal  land  banks,  one  of  the  highest 
standards  we  have  in  this  country. 

Mr.  HENRY.  The  Comptroller  Gen¬ 
eral’s  Office  is,  after  all,  an  arm  of  the 
Congress. 

Mr.  FLANNAGAN.  So  is  the  Farm 
Security  Administration.  But  the 
Comptroller  General’s  Office  is  not 
staffed  by  men  of  the  type  of  the  Federal 
bank  examiners.  Everyone  knows  that. 
Yet  the  auditors  in  the  Farm  Credit  Ad¬ 
ministration,  under  act  of  this  Congress, 
have  to  measure  up  to  such  a  standard. 

Mr.  MANASCO.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  FLANNAGAN.  I  yield  to  the  gen¬ 
tleman  from  Alabama. 

Mr.  MANASCO.  Under  the  audit  pro¬ 
visions  of  the  First  Deficiency  Act  of 
1945,  Public,  No.  40,  the  Comptroller  Gen¬ 
eral  is  already  directed  to  make  these 
audits.  They  are  not  the  commercial 
type  of  audits  such  as  we  have  provided 
in  this  bill  but  are  direct  Government 
audits.  It  means  they  have  to  audit 
every  voucher  and  everything  else,  and 
the  cost  is  imposed  on  the  Farm  Credit 
Administration. 

Mr.  FLANNAGAN.  The  gentleman  is 
talking  about  the  George  law  now? 

Mr.  MANASCO.  I  am  talking  about 
the  First  Deficiency  Act. 

Mr.  FLANNAGAN.  Under  the  George 
Act,  passed  in  February  1945,  that  is  true, 
but  you  do  away  with  the  George  Act  in 
this  proposed  legislation. 

Mr.  MANASCO.  The  First  Deficiency 
Act  provides  that. 


Mr.  FLANNAGAN.  Here  we  have  an 
agency  set  up  to  audit  these  farm  credit 
organizations. 

Mr.  WHITTINGTON.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  FLANNAGAN.  I  yield  to  the  gen¬ 
tleman  from  Mississippi. 

Mr.  WHITTINGTON.  The  gentle¬ 
man’s  statement  that  this  bill  does  away 
with  the  George  Act,  with  all  due  defer¬ 
ence,  is  utterly  inaccurate. 

The  George  act  provides  for  the  audit¬ 
ing  of  all  Government  corporations.  So 
does  this  act.  Under  the  George  Act  the 
Farm  Credit  Administration  contended 
that  the  Federal  land  banks  were  ex¬ 
empt  because  they  were  not  wholly 
owned.  Instead  of  repealing  the  George 
Act,  instead  of  destroying  it,  this  bill 
carries  forward  and  clarifies  and  im¬ 
proves  the  language  of  the  George  Act. 
In  other  words,  as  the  law  now  stands, 
it  is  required  that  these  corporations  be 
audited.  This  is  a  more  liberal  act  and 
a  more  generous  provision  than  the  pro¬ 
visions  of  the  George  Act. 

Mr.  FLANNAGAN.  May  I  say  to  the 
gentleman  from  Mississippi  that  under 
the  substantive  law  as  originally  passed 
setting  up  the  auditing  system  for  the 
Farm  Credit  Administration  certain 
standards  were  established,  namely,  that 
these  auditors  had  to  measure  up  to  the 
level  of  Federal  land-bank  examiners. 
The  George  Act  was  passed  in  February 
1845  and  there  was  some  question  as  to 
whether  or  not  it  included  some  of  these 
farm  lending  agencies. 

Mr.  WHITTINGTON.  I  know  of  the 
gentleman’s  interest  in  agriculture. 
Personally,  I  have  been  interested  and  I 
was  in  Congress  when  the  production 
credit  corporations  were  organized.  I 
doubt  if  there  is  a  Member  who  is  more 
interested  in  Production  Credit  than  I 
am.  May  I  say  to  the  gentleman  that  in 
the  hearings  he  will  find  the  committee 
in  every  way  did  is  dead  level  best  to 
prevent  any  duplication  of  the  cost.  It 
is  true  that  these  agencies  will  pay  it,  but 
it  is  also  true  that  people  of  the  United 
States  put  the  money  up  for  the  capital 
stock  of  these  corporations.  It  is  also 
true,  and  I  am  not  saying  that  the  bank 
examiners  are  not  qualified,  but  it  is  also 
true  that  one  national  bank  after  the 
other  with  good  bank  examiners  failed 
just  as  fast  as  they  could  when  the  crash 
of  1929  came  upon  us„ 

Mr.  FLANNAGAN.  Yes;  and  the  Fed¬ 
eral  land  banks  examined  by  these  audi¬ 
tors  I  am  speaking  of  stood  up  during  the 
whole  depression. 

Mr.  WHITTINGTON.  With  all  due 
respect — I  am  not  criticizing — but  is  it 
not  true  that  instead  of  those  audits 
standing  up  the  Government  of  the 
United  States  doubled  the  capital  stock 
of  the  Federal  land  banks  audited  by 
those  institutions  and  that  if  we  had 
been  advised  by  a  look-in  we  might  have 
discovered  long  before  we  did  that  that 
capital  stock  had  been  impaired?  We,  I 
and  other  Members  of  Congress,  voted 
money  out  of  the  Public  Treasury  to  sup¬ 
plement  and  double  the  capital  stock  of 
the  Federal  land  banks. 

Mr.  FLANNAGAN.  Yes;  and  the  Fed¬ 
eral  Government  will  get  every  penny 
of  it  back.  Do  not  worry  about  that. 
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Practically  all  of  the  banks  are  in  a  posi¬ 
tion  now  to  retire  every  penny  of  Govern¬ 
ment  stock. 

Mr.  WHITTINGTON.  That  is  a  fine 
statement,  and  under  the  terms  of  this 
bill,  when  they  do  it,  they  are  automati¬ 
cally  exempted  from  it.  That  is  the  com¬ 
plete  answer  to  your  contention. 

Mr.  PLANNAGAN.  It  is  not  the  com¬ 
plete  answer. 

Mr.  WHITTINGTON.  At  least  it  is 
in  my  view. 

Mr.  PLANNAGAN.  We  have  the  best 
auditing  system  I  know  of  in  this  coun¬ 
try  outside  of  the  national  bank  system. 
Why  do  you  want  to  duplicate  it  and  pass 
the  cost  on  down  to  the  farmers? 

Mr.  COOLEY.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  PLANNAGAN.  I  yield. 

Mr.  COOLEY.  Can  the  gentleman 
give  the  House  any  idea  of  the  number 
of  corporations  within  the  Farm  Credit 
Administration  which  would  be  subject 
to  this  audit? 

Mr.  FLANNAGAN.  We  have  to  make 
each  year  nearly  5,000  separate  audits. 

Mr.  COOLEY.  Does  that  indicate 
there  are  at  least  5,000  separate  organi¬ 
zations  within  the  Farm  Credit? 

Mr.  FLANNAGAN.  Why,  certainly, 
when  you  go  down  to  your  local  land 
bank  association,  the  PCA  and  the  coop¬ 
eratives,  there  are  at  least  5,000. 

Mr.  COOLEY.  In  other  words,  every 
loan  made  to  a  cooperative  association 
would  come  under  the  supervision  of 
the  General  Accounting  Office? 

Mr.  FLANNAGAN.  Absolutely.  At 
present  all  the  local  associations  are 
audited  by  the  Farm  Credit  Administra¬ 
tion.  When  you  further  provide,  as  this 
bill  does,  that  these  local  associations 
have  to  be  audited  by  the  General  Ac¬ 
counting  Office,  you  simply  duplicate  the 
work  and  the  cost. 

Mr.  WHITTINGTON.  With  all  due 
deference,  with  respect  to  5,000  audits, 
there  are  just  12  intermediate  credit 
b^nks 

Mr.  FLANNAGAN.  I  could  give  the 
gentleman  some  figures  on  that. 

Mr.  WHITTINGTON.  That  is  true,  is 
it  not? 

Mr.  FLANNAGAN.  That  is  true. 

Mr.  COOLEY.  You  mean  production 
credit  associations. 

Mr.  WHITTINGTON.  This  is  the  Pro¬ 
duction  Credit  Corporation.  We  are  not 
talking  about  associations. 

Mr.  FLANNAGAN.  But  you  have  to 
audit  each  association.  The  national 
level,  the  district  level,  the  State  level, 
the  county  level,  and  when  you  get  down 
to  the  county  level  you  break  it  up  into 
the  different  associations  in  the  counties. 

Mr.  COOLEY.  Will  the  gentleman 
yield  to  see  whether  or  not  the  gentle¬ 
man  from  Mississippi  agrees  with  that 
statement? 

Mr.  WHITTINGTON.  No.  We  just 
provided  for  the  Credit  Corporation 
audits.  With  all  due  deference,  we  have 
only  provided  for  101  corporations  alto¬ 
gether,  and  your  statement  that  we 
would  have  to  audit  every  little  corpora¬ 
tion  is  not  supported  by  this  bill. 

Mr.  FLANNAGAN.  That  is  the  law  to¬ 
day.  When  you  require  the  PCA  to  be 
audited,  the  only  way  you  can  audit  the 
PCA  is  to  get  right  down  to  the  grass  roots 


and  start  right  up  and  audit  every  local 
PCA  in  America.  The  same  is  true  of 
your  local  Federal  land  bank  associa¬ 
tions. 

Mr.  WHITTINGTON.  And  you  are  en¬ 
titled  to  do  that  if  you  want  to,  and  you 
pay  for  it. 

Mr.  FLANNAGAN.  That  is  the  kind  of 
audit  we  make,  and  this  bill  duplicates 
the  work.  For  instance,  take  the  Federal 
Land  Bank  of  Baltimore,  which  serves 
Pennsylvania,  Maryland,  and  Virginia. 
You  could  not  audit  the  Federal  Land 
Bank  of  Baltimore  by  going  to  the  gen¬ 
eral  office  in  Baltimore.  The  only  way 
the  audit  could  be  made  would  be  by  go¬ 
ing  to  every  local  land  bank  association 
in  Pennsylvania,  Maryland,  and  Virginia 
and  working  a  complete  audit  of  each 
association. 

LAWS  REQUIRING  EXAMINATIONS  TO  BE  MADE 

BY  THE  FARM  CREDIT  ADMINISTRATION  OF 

CREDIT  UNITS  UNDER  ITS  SUPERVISION 

Federal  land  banks,  title  12,  sections  831, 
952,  United  States  Code. 

Joint  stock  land  banks,  title  12,  sections 
831,  952,  United  States  Code. 

National  farm  loan  associations,  title  12, 
sections  831,  952,  United  States  Code 

Sec.  831.  Enumeration  (powers  of  Farm 
Credit  Administration)  shall  have  power — 
***** 

(e)  Requiring  reports,  etc.;  examining 
banks  and  associations. 

To  require  reports  and  statements  of 
condition  and  to  make  examinations  of  all 
banks  or  associations  doing  business  under 
the  provisions  of  this  subchapter. 

***** 

Sec.  952.  Requirements,  responsibilities, 
and  penalties  applicable  to  examiners;  ex¬ 
aminations;  reports. 

Farm  credit  examiners  shall  be  subject  to 
the  same  requirements,  responsibilities,  and 
penalties  as  are  applicable  to  national-bank 
examiners  under  chapters  2  and  3  of  this 
title  and  other  provisions  of  law.  Whenever 
directed  by  the  Farm  Credit  Administration, 
said  examiners  shall  examine  the  condition 
of  any  national  farm  loan  association  and 
report  the  same  to  the  Land  Bank  Commis¬ 
sioner.  They  shall  examine  and  report  the 
condition  of  every  Federal  land  bank  and 
joint  stock  land  bank  at  least  once  each  year. 
(As  amended  July  12,  1943,  ch.  215,  sec.  1, 
67  Stat.  424.) 

Federal  Intermediate  credit  banks,  title 
12,  section  951,  United  States  Code. 

Sec.  951.  Farm  Credit  Examiners;  appoint¬ 
ment;  number. 

The  Farm  Credit  Administration  shall  ap¬ 
point  as  many  a  farm  credit  examiners  as  in 
its  judgment  may  be  required  to  make  care¬ 
ful  examinations  of  the  banks  and  associa¬ 
tions  permitted  to  do  business  under  this 
subchapter  and  subchapter  III  of  this  chap¬ 
ter.  (July  17,  1916,  ch.  245,  sec.  28,  39  Stat. 
381;  Executive  Order  No.  6084,  Mar.  27,  1933; 
Aug.  19,  1937,  ch.  704,  sec.  20,  50  Stat.  710.) 

Production  credit  corporations,  title  12, 
section  1138a,  United  States  Code. 

Production  credit  associations,  title  12, 
section  1138a,  United  States  Code. 

Central  Bank  for  Cooperatives,  title  12, 
section  1138a,  United  States  Code. 

Banks  for  cooperatives,  title  12,  section 
1138a,  United  States  Code. 

Sec.  1138a.  Examination;  assessments 
against  corporations  for  cost  of  examina¬ 
tions. 

At  least  once  each  year  and  at  such  other 
times  as  the  Governor  deems  necessary,  the 
Central  Bank  for  Cooperatives,  and  each  pro¬ 
duction  credit  corporation,  production  credit 
association,  and  bank  for  cooperatives,  or¬ 
ganized  under  this  chapter,  shall  be  exam¬ 
ined  by  examiners  designated  by  the  Gover¬ 
nor.  The  Governor  shall  assess  the  cost  of 
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such  examinations  against  the  bank,  asso¬ 
ciation,  or  corporation  examined,  which  shall 
pay  such  costs  to  the  Governor.  The  amounts 
so  assessed  and  unpaid  shall  be  a  prior  lien 
on  all  assets  of  the  bank,  association,  or  cor¬ 
poration  examined  except  on  assets  pledged 
to  secure  loans  (June  16,  1933,  ch,  98,  sec. 
61,  48  Stat.  267). 

Each  of  the  above  institutions  is  required 
to  pay  the  cost  of  these  examinations  by  sec¬ 
tion  601a  of  the  act  of  September  21.  1944 
(Public  Law  425,  Department  of  Agriculture 
Organic  Act  of  1944). 

"Sec.  601.  (a)  The  Farm  Credit  Adminis¬ 
tration  shall,  prior  to  the  first  day  of  each 
fiscal  year  commencing  after  June  30,  1944, 
estimate  for  the  ensuing  fiscal  year  the  cost 
of  examinations  of  the  joint-stock  land 
banks,  Federal  land  banks,  national  farm- 
loan  associations,  banks  for  cooperatives, 
Central  Bank  for  Cooperatives,  Federal  inter¬ 
mediate  credit  banks,  production  credit  cor¬ 
porations,  and  production  credit  associations; 
shall  apportion  the  amount  so  determined 
among  the  joint-stock  land  banks,  Federal 
land  banks,  banks  for  cooperatives,  Central 
Bank  for  Cooperatives,  Federal  intermediate 
credit  banks,  production  credit  corporations, 
and  production  credit  associations  on  such 
equitable  basis  as  said  administration  shall 
determine;  and  shall  assess  against  and  col¬ 
lect  in  advance  the  amount  so  apportioned 
from  the  banks,  corporations,  and  other  or¬ 
ganizations  among  which  the  apportionment 
is  made.’’ 

The  Federal  Farm  Mortgage  Corporation 
and  the  Regional  Agricultural  Credit  Cor¬ 
poration  are  examined  by  Farm  Credit  exam¬ 
iners  by  orders  of  their  respective  boards  of 
directors.  Each  corporation  examined  pays 
for  the  cost  of  its  examination. 


American  Farm  Bureau  Federation, 
Washington,  D.  C.,  September  11,  1945. 
Hon.  John  W.  Flannagan, 

Chairman,  Committee  on  Agriculture, 
House  of  Representatives, 

Washington,  D.  C. 

My  Dear  Chairman  Flannagan  :  On  behalf 
of  the  American  Farm  Bureau  Federation 
I  wish  to  advise  you  that  we  heartily  support 
your  amendment  to  H.  R.  3660  which  elimi¬ 
nates  the  provision  for  a  separate  audit  by 
the  Comptroller  General  of  Farm  Credit  Cor¬ 
porations  under  the  Farm  Credit  Adminis¬ 
tration  which  are  already  required  by  exist¬ 
ing  law  to  be  audited  by  examiners  of  the 
Farm  Credit  Administration. 

We  can  see  no  useful  purpose  in  having 
additional  audit  of  these  corporations  by  the 
Comptroller  General  as  these  corporations 
have  been  set  up  pursuant  to  acts  of  Con¬ 
gress  and  the  Farm  Credit  Administration 
is  specifically  charged  with  the  responsibility 
by  various  statutes  already  enacted  by  Con¬ 
gress,  not  only  to  have  careful  and  regular 
examinations  made  of  these  corporations  but 
to  exercise  supervision  over  their  operations 
and  activities  pursuant  to  various  statutory 
requirements.  We  see  no  objection,  how¬ 
ever,  to  permitting  the  Comptroller  General 
to  examine  the  scope  and  adequacy  of  these 
audits  by  farm  credit  examiners  and  to  re¬ 
port  such  findings  and  recommendations  as’ 
he  sees  fit,  but  to  require  or  permit  the 
Comptroller  General  to  make  a  separate  and 
additional  audit  of  these  corporations  places 
an  unfair  and  unnecessary  burden  upon 
them  and  upon  the  farmer-borrowers. 
When  all  is  said  and  done,  the  final  cost  of 
these  audits  has  to  be  paid  by  the  farmer- 
borrowers. 

We  favor  the  general  objectives  of  H.  R. 
3660  to  bring  Government  corporations  and 
their  operations  under  annual  scrutiny  by 
Congress  to  give  Congress  a  greater  measure 
of  financial  control  over  their  operations,  but 
it  is  vitally  important  not  to  unduly  hamper 
or  jeopardize  the  proper  functioning  of 
these  agencies  which  have  been  set  up  by 
Congress  to  aid  agriculture.  President 
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O’Neal  in  a  statement  submitted  to  members 
of  the  Committee  on  Expenditures  in  Exec¬ 
utive  Departments  pursuant  to  action  taken 
by  the  Board  of  Directors  supported  the  gen¬ 
eral  objectives  of  this  legislation  but  urged 
a  number  of  amendments  to  safeguard  the 
operations  of  the  Commodity  Credit  Corpo¬ 
rations  and  the  Tennessee  Valley  Authority 
and  completely  exempt  the  Farm  Credit 
Agencies  under  the  supervision  of  the  Farm 
Credit  Administration  from  the  provisions 
of  this  legislation.  Since  then  the  bill  has 
been  greatly  improved  and,  in  the  main,  the 
bill  as  reported  by  the  committee  appears  to 
correct  most  of  the  objectionable  features  as 
they  affect  these  particular  agencies.  How¬ 
ever,  the  bill  still  contains  a  serious  defect 
in  the  auditing  requirements  affecting  Farm 
Credit  Corporations  under  the  Farm  Credit 
Administration.  Your  amendment  will  ef¬ 
fectively  correct  this  defect.  We  sincerely 
hope  that  your  amendment  will  be  adopted. 

Sincerely  yours, 

W.  R.  Ogg, 

Director,  W ashington  Office. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Virginia  has  expired. 
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September  13 


\The  Facts  of  Demobilization 

extensioTof^  remarks 

OF 

HON.  WALTER  G.  ANDREWS 

OP  NRJV  YORK 

IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  Septeuibqr  13,  1945 

Mr.  ANDREWS  of  NeV.York.  Mr. 
Speaker,  under  leave  to  extend  my  re¬ 
marks  in  the  Record,  I  include  the  fol¬ 
lowing  statement  issued  to  all  Members 
of  Congress  by  the  Chief  of  Staff  o!S^he 
Army,  General  Marshall: 

The  Facts  op  Demobilization 

THE  PROBLEM 

When  Germany  surrendered  the  Army  had 
5, £00,000  men  overseas.  Of  this  number, 
3,500,000  were  in  Europe,  the  British  Isles, 
Africa,  and  the  Middle  East.  It  was  then  im¬ 
perative  to  move  hundreds  of  thousands  of 
these  men  with  the  greatest  possible  speed  to 
the  Pacific  to  end  the  Japanese  war  without  a 
single  bloody  and  costly  day  of  delay.  Al¬ 
though  Japan  was  already  desperate  under 
our  air  and  sea  attacks  and  the  atomic  bomb 
was  in  the  last  stages  of  experiment,  it^ 
would  have  been  criminal  to  risk  Japan’s  no 
fighting  to  a  suicidal  finish  and  therefore  /to 
delay  movement  of  our  men  toward  the/Pa- 
cific.  If  the  Japanese  continued  to  fight  to 
the  death  as  they  did  on  the  Pacific  islands, 
these  troops  would  be  needed  critically  for  a 
fighting  invasion  of  the  Japanese  islands. 
But  Japan  surrendered,  and  it  became  urgent 
to  demobilize  the  armed  forces  as  quickly 
and  fairly  as  possible.  f 

At  the  same  time,  having^on  the  war,  it 
was  just  as  critical  to  secuqg-the  peace.  This 
required  among  other  things  that  efiective 
occupation  forces  be  maintained  both  in 
Europe  and  the  Japanese  Empire  in  addition 
to  garrisons  needed  for  our  overseas  bases. 
There  were,  when  the  fighting  stopped,  more 
than  8,000,000  men  and  women  in  the  Army. 
The  War  Department  estimated  that  with  an 
intake  of  600, p00  new  men  from  selective- 
service  inductions  In  the  12  months  ahead 
it  could  immediately  begin  to  demobilize 
6,050,000  of  those  who  had  already  served 
their  country.  This  is  being  done  with  the 
greatesji'possible  speed  and  will  be  completed 
in  the’  next  10  months. 

THE  COMPLICATIONS 

jThe  difficulties  involved  in  returning  more 
tfian  4.000,000  men  and  women  thousands  of 


miles  from  overseas  are  tremendous.  Plans 
must  be  laid  carefully  if  this  job  is  to  be 
done  quickly  and  efficiently  and  our  shipping 
is  to  be  used  to  the  fullest  possible  extent. 
Fairness  to  and  understanding  of  the  right 
of  the  individual  must  be  considered  care¬ 
fully.  The  quickest  way  to  demobilize  this 
many  men  and  women  would  be  to  load  units 
nearest  the  ports  into  the  ships  as  fast  as 
they  arrive.  Th*s,  however,  would  be  unfair. 
In  Europe  and  in  the  Pacific  there  are  hun¬ 
dreds  of  thousands  of  men  who  have  been 
fighting  for  their  country  for  long  periods. 
Many  of  them  have  endured  month  after 
month  of  bitter  combat.  Many  of  them  have 
been  wounded.  If  whole  units  were  returned 
to  the  United  States  for  discharge  it  would 
result  in  allowing  many  men  who  have  been 
in  the  Army  only  a  short  time  and  who  have 
had  little  or  no  combat  to  get  out  while  those 
who  have  fought  the  longest  and  hardest  had 
to  wait  behind.  Even  if  we  were  to  select 
the  veteran  combat  units  who  have  been 
overseas  the  longest,  this  injustice  would  still 
result.  The  personnel  of  combat  divisions 
and  air  groups  has  changed  many  times  be¬ 
cause  of  casualties  in  the  heavy  fighting  and 
extreme  exposure  to  weather  and  disease.  In 
most  veteran  units  there  were  thousands  of 
men  who  had  just  joined  the  Army  and  who 
had  just  arrived  overseas  when  the  war  ended. 
If  these  units  were  returned  and  discharged, 
the  newcomers  would  get  out  while  the  vet¬ 
erans  of  years  of  service  overseas  and  1/ig 
combat  in  other  units  waited  behind.  Fair¬ 
ness  demanded,  therefore,  that  men  p'e  se¬ 
lected  on  the  basis  of  their  individual:  service 
for  return  to  this  country  and  discharge. 

It  would  have  been  simpler  to  concentrate 
first  on  the  demobilization  of  the  forces  in 
the  European  theater  rather  jjtan  to  carry 
it  out  on  an  equal  basis  throughout  the 
world,  but  this  would  have  discriminated 
against  soldiers  who  have  fought  for  years  in 
the  Pacific  and  would  hay4  been  so  damaging 
to  their  morale  that  thertask  of  securing  the 
surrender  of  Japan’s/ completely  equipped 
armies  of  7,000,000  Jk len  would  have  been 
seriously  jeopardized.  Likewise  all  soldiers 
on  duty  in  the  United  States  could  not  be 
discharged  even  though  these  men  are  al¬ 
ready  here  and  do  not  place  a  burden  on 
th'e  shippingj  for  many  of  them  are  needed 
to  man  the"  camps  and  installations  in  the 
United  -States  being  used  for  the  discharge 
of  troop§\returning  from  overseas.  Unless 
soldiers"  are  to  be  discharged  without  exact 
records  of  their  service,  physical  examina¬ 
tions,  complete  hospitalization,  and  a  guar¬ 
anty  that  all  of  their  prerogatives  under  the 
fl  bill  of  rights  hai«s  been  protected,  it  is 
necessary  to  keep  on  maty  at  the  demobiliza¬ 
tion  centers  sufficient  numbers  of  highly 
trained  personnel. 

A  similar  example  is  the  'case  of  the  Air 
Transport  Service.  The  big  transport  planes 
which  span  the  oceans  are  very  complicated 
pieces  of  machinery.  The  lives  of  many  men 
are  at  stake  when  these  planes  are  inthe  air 
over  unbroken  stretches  of  water.  It  takes 
a  long  time,  at  least  a  year,  to  train  already 
qualified  combat  pilots  to  operate  safely,, 
these  large  transocean  transports.  But  most 
of  these  crews  which  have  already  been 
trained  have  been  in  service  a  long  time  and 
are  anxious  to  be  discharged  like  any  other 
veteran.  If  they  all  were  discharged  im¬ 
mediately  there  would  be  no  one  to  take 
their  places  and  therefore  the  planes  would 
not  fly.  This  would,  of  course,  delay  the 
return  of  thousands  more  men  overseas  who 
are  now  returning  by  air  transport.  These 
are  just  a  few  of  the  conflicting  problems  of 
fair  and  speedy  demobilization.  There  are 
many  more,  but  these  give  the  idea  of  what  a 
job  it  is. 

THE  DISCHARGE  SYSTEM 

In  developing  a  plan  to  return  millions  of 
men  from  foreign  countries  to  the  United 
States  and  discharge  them  from  the  Army, 
both  speedily  and  fairly,  it  is  impossible  to 
find  a  solution  which  pleases  everybody. 


The  War  Department  decided  that  the  men 
themselves  should  be  given  the  chance 
say  how  the  system  which  affects  their  indi¬ 
vidual  lives  should  operate.  Survey  teims 
similar  to  those  used  by  the  well-lmown 
public-opinion  polls  in  this  country  wulre  sent 
to  every  theater  to  ask  the  -troaps.  The 
survey  was  conducted  for  an  ejirtire  year. 
From  it  was  developed  the  no\/well-known 
point  system’. 

Points  take  into  consideration  the  length 
of  service  both  in  this  county  and  overseas, 
the  amount  of  combat  a  rnan  has  had,  and 
the  size  of  the  immediate  family  which  is 
dependent  upon  him  ./The  soldier  receives 
1  point  for  each  moiHrn  in  the  Army,  I  addi¬ 
tional  point  for  eaclymonth  overseas,  5  points 
for  each  decoration  or  battle  participation 
star,  and  12  points  for  each  dependent  child 
up  to  a  total  eft  3.  The  point  scores  were 
originally  connputed  on  May  12,  after  the 
defeat  of  Germany.  They  were  recomputed 
as  of  September  2,  and  throughout  the  de¬ 
mobilization  the  point  score  necessary  for 
discharge  will  be  lowered  again  and  again 
until ythe  temporary  forces  have  all  been 
returned  to  civilian  life. 

t,  because  of  the  critical  job  of  mov- 
troops  from  Europe  to  the  Pacific  in  case 
ey  were  needed  to  fight  Japan,  there  were 
a  number  of  highly  technical  skills  which 
were  so  essential  to  the  operations  of  the 
Army  that  enlisted  men  in  those  classifica¬ 
tions  were  retained  in  the  Army  regardless 
of  their  point  score.  By  September  the  list 
of  skills  had  been  reduced  from  19  to  3. 
There  are  only  a  few  men  with  the  listed 
critical  skills  in  the  Army.  Nevertheless,  the 
War  Department  has  ruled  that  even  though 
an  enlisted  man  has  one  of  these  skills  he 
cannot  be  held  in  the  Army  for  more  than 
6  months  after  he  has  become  eligible  for 
release  under  the  point  system. 

Some  officers,  similarly,  may  be  retained 
for  a  maximum  of  6  months  even  after  they 
become  eligible  for  release  under  the  point 
scores  because  of  their  critical  abilities  in 
the  handling  of  the  transportation  system 
on  which  speedy  demobilization  depends  or 
in  government  of  occupied  enemy  countries. 

There  are  several  ways  other  than  by  age 
or  point  score  in  which  officers  and  enlisted 
men  may  be  discharged.  These  have  been 
established  to  cover  necessary  exceptions  to 
general  policy  and  to  prevent  undue  hard¬ 
ships  to  families  or  retarding  of  the  Nation’s 
effort  to  restore  its  peacetime  way  of  life. 

Officers  and  enlisted  men  who  are  not 
eligible  for  release  under  the  age  or  point 
system  may  be  discharged  if  their  families 
are  so  dependent  on  their  earning  ability 
or  family  leadership  that  undue  hardships 
would  result  if  they  were  retained  in  service. 

A  hardship  discharge  application  must  be 
accompanied  by  affidavits  of  two  or  more  per¬ 
sons  other  than  members  of  the  applicant’s 
immediate  family  attesting  the  situation  in 
the  man’s  home.  The  decision  is  left  to  the 
designated  senior  commanders  in  the  field 
without  reference  to  the  War  Department. 
If  a  soldier  is  overseas,  his  family  may  submit 
the  request  for  discharge  to  The  Adjutant 
General,  War  Department,  Washifigton  25, 
D,  C.,  in  affidavit  form,  accompanied  by  the 
two^affidavits  from  persons  other  than  mem¬ 
bers  bf  the  family. 

The  standards  of  hardship  discharge  have 
been  maa^  as  liberal  as  possible.  Applica¬ 
tions  for  discharge  because  of  special  impor¬ 
tance  to  national  health,  safety,  and  interest 
in  the  reconversion  effort  must  be  made  by 
officers  and  enlisted  men  themselves  to  their 
immediate  commanding  officer,  whether  in 
this  country  or  oversea^  together  with  ap¬ 
propriate  supporting  statements  or  data.  The 
decision  again  is  made  by  neld  commanders 
without  reference  to  the  War’-'Department. 

REPLACEMENTS  FOR  OCCUPATIONAL  FORCES 

Even  though  the  point  system  of  .demobi¬ 
lization  will  temporarily  leave  behind  low- 
point  men  for  occupation  duty.  It  wlH  be 
necessary  to  send  overseas  replacements  for 
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AN  ACT 

To  provide  for  financial  control  of  Government  corporations. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  “Government  Corporation 

4  Control  Act”. 

5  DECLARATION  OF  POLICY 

6  Sec.  2.  It  is  hereby  declared  to  be  the  policy  of  the 

7  Congress  to  bring  Government  corporations  and  their  trans- 

8  actions  and  operations  under  annual  scrutiny  by  the  Congress 

9  and  provide  current  financial  control  thereof. 
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TITLE  I— WHOLLY  OWNED  GOVERNMENT 
CORPORATIONS 

Sec.  101.  As  used  in  this  Act  the  term  “wholly  owned 
Government  corporation”  means  the  Commodity  Credit  Cor- 

t 

poration;  Federal  Intermediate  Credit  Banks;  Production 
Credit  Corporations;  Regional  Agricultural  Credit  Corpora¬ 
tions;  Farmers  Home  Corporation;  Federal  Crop  Insurance 
Corporation;  Federal  Farm  Mortgage  Corporation;  Federal 
Surplus  Commodities  Corporation;  Reconstruction  Finance 
Corporation;  Defense  Plant  Corporation;  Defense  Supplies 
Corporation;  Metals  Reserve  Company;  Rubber  Reserve 
Company;  War  Damage  Corporation;  Federal  National 
Mortgage  Association;  The  RFC  Mortgage  Company; 
Disaster  Loan  Corporation;  Inland  Waterways  Corporation; 
Warrior  River  Terminal  Company;  The  Virgin  Islands  Com¬ 
pany;  Federal  Prison  Industries,  Incorporated;  United  States 
Spruce  Production  Corporation;  Institute  of  Inter-American 
Affairs;  Institute  of  Inter-American  Transportation;  Inter- 
American  Educational  Foundation,  Incorporated;  Inter- 
American  Navigation  Corporation;  Preneinradio,  Incor¬ 
porated;  Cargoes,  Incorporated;  Export-Import  Bank  of 
Washington;  Petroleum  Reserves  Corporation;  Rubber  De¬ 
velopment  Corporation;  U.  S.  Commercial  Company; 
Smaller  War  Plants  Corporation;  Federal  Public  Hous¬ 
ing  Authority  (or  United  States  Housing  Authority)  and 
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including  public  housing  projects  financed  from  appropri¬ 
ated  funds  and  operations  thereof;  Defense  Homes  Corpo¬ 
ration;  Federal  Savings  and  Loan  Insurance  Corporation; 
Home  Owners’  Loan  Corporation;  United  States  Housing 
Corporation;  Panama  Railroad  Company;  Tennessee  Valley 
Authority;  and ‘Tennessee  Valley  Associated  Cooperatives, 
Incorporated. 

Sec.  102.  Each  wholly  owned  Government  corporation 
shall  cause  to  be  prepared  annually  a  budget  program,  which 
shall  be  submitted  to  the  President  through  the  Bureau  of 
the  Budget  on  or  before  September  15  of  each  year.  The 
Bureau  of  the  Budget,  under  such  rules  and  regulations  as 
the  President  may  establish,  is  authorized  and  directed  to 
prescribe  the  form  and  content  of,  and  the  manner  in  which 
such  budget  program  shall  be  prepared  and  presented.  The 
budget  program  shall  be  a  business-type  budget,  or  plan  of 
operations,  with  due  allowance  given  to  the  need  for  flexi¬ 
bility,  including  provision  for  emergencies  and  contingencies, 
in  order  that  the  corporation  may  properly  carry  out  its 
activities  as  authorized  by  law.  The  budget  program  shall 
contain  estimates  of  the  financial  condition  and  operations 
of  the  corporation  for  the  current  and  ensuing  fiscal  years 
and  the  actual  condition  and  results  of  operation  for  the  last 
completed  fiscal  year.  Such  budget  program  shall  include  a 
statement  of  financial  condition,  a  statement  of  income  and 
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expense,  an  analysis  of  surplus  or  deficit,  a  statement  of 
sources  and  application  of  funds,  and  such  other  supple¬ 
mentary  statements  and  information  as  are  necessary  or  de¬ 
sirable  to  make  known  the  financial  condition  and  operations 
of  the  corporation.  Such  statements  shall  include  estimates 
of  operations  by  major  types  of  activities,. together  with  esti¬ 
mates  of  administrative  expenses,  estimates  of  borrowings, 
and  estimates  of  the  amount  of  Government  capital  funds 
which  shall  be  returned  to  the  Treasury  during  the  fiscal  year 
or  the  appropriations  required  to  provide  for  the  restoration 
of  capital  impairments. 

Sec.  103.  The  budget  programs  of  the  corporations  as 
modified,  amended,  or  revised  by  the  President  shall  be 
transmitted  to  the  Congress  as  a  part  of  the  annual  Budget 
required  by  the  Budget  and  Accounting  Act,  1921.  Amend¬ 
ments  to  the  annual  budget  programs  may  be  submitted  from 
time  to  time. 

Budget  programs  shall  be  submitted  for  all  wholly  owned 
Government  corporations  covering  operations  for  the  fiscal 
year  commencing  July  1,  1946,  and  each  fiscal  year  there¬ 
after. 

Sec.  104.  The  budget  programs  transmitted  by  the 
President  to  the  Congress  shall  be  considered  and,  if  nec¬ 
essary,  legislation  shall  be  enacted  making  available  such 
funds  or  other  financial  resources  as  the  Congress  may  de- 
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1  termine.  The  provisions  of  this  section  shall  not  be  con- 

2  strued  as  preventing  wholly  owned  Government  corpora- 

3  tions  from  carrying  out  and  financing  their  activities  as 

4  authorized  by  existing  law,  nor  shall  any  provisions  of  this 

5  section  be  construed  as  affecting  in  any  way  the  provisions 

6  of  section  26  of  the  Tennessee  Valley  Authority  Act,  as 
f  amended.  The  provisions  of  this  section  shall  not  be  con- 

8  strued  as  affecting  the  existing  authority  of  any  wholly 

9  owned  Government  corporation  to  make  contracts  or  other 

10  commitments  without  reference  to  fiscal-year  limitations. 

11  Sec.  105.  The  financial  transactions  of  wholly  owned 

12  Government  corporations  shall  be  audited  by  the  General 
18  Accounting  Office  in  accordance  with  the  principles  and 

14  procedures  applicable  to  commercial  corporate  transactions 

15  and  under  such  rules  and  regulations  as  may  be  prescribed 

16  by  the  Comptroller  General  of  the  United  States:  Provided, 

fc’J 

If  That  such  rules  and  regulations  may  provide  for  the  reten- 

tj\ 

18  tion  at  the  offices  of  such  corporations,  in  whole  or  in  part, 

19  of  any  accounts  of  accountable  officers,  covering  corporate 

20  financial  transactions,  which  are  required  by  existing  law 

21  to  be  settled  and  adjusted  in  the  General  Accounting  Office, 

22  and  for  the  settlement  and  adjustment  of  such  accounts  in 

23  whole  or  in  part  upon  the  basis  of  examinations  in  the 

24  course  of  the  audit  herein  provided,  hut  nothing  in  this 

ill! 

25  proviso  shall  be  construed  as  affecting  the  powers  reserved 
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to  the  Tennessee  Valley  Authority  in  the  Act  of  Novem¬ 
ber  21,  1941  (55  Stat.  775).  The  audit  shall  be  con¬ 
ducted  at  the  place  or  places  where  the  accounts  of  the 
respective  corporations  are  normally  kept.  The  representa¬ 
tives  of  the  General  Accounting  Office  shall  have  access  to 
all  books,  accounts,  financial  records,  reports,  files,  and  all 
other  papers,  things,  or  property  belonging  to  or  in  use  by 
the  respective  corporations  and  necessary  to  facilitate  the 
audit,  and  they  shall  be  afforded  full  facilities  for  verifying 
transactions  with  the  balances  or  securities  held  by  deposi¬ 
taries,  fiscal  agents,  and  custodians.  The  audit  shall  begin 
with  the  first  fiscal  year  commencing  after  the  enactment  of 
this  Act. 

Sec.  106.  A  report  of  each  such  audit  for  each  fiscal 
year  ending  on  June  30  shall  be  made  by  the  Comptroller 
General  to  the  Congress  not  later  than  January  15  following 
the  close  of  the  fiscal  year  for  which  such  audit  is  made. 
The  report  shall  set  forth  the  scope  of  the  audit  and  shall 
include  a  statement  (showing  intercorporate  relations)  of 
assets  and  liabilities,  capital  and  surplus  or  deficit;  a  state¬ 
ment  of  surplus  or  deficit  analysis;  a  statement  of  income 
and  expense ;  a  statement  of  sources  and  application  of 
funds;  and  such  comments  and  information  as  may  be 
deemed  necessary  to  keep  Congress  informed  of  the  opera¬ 
tions  and  financial  condition  of  the  several  corporations, 
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together  with  such  recommendations  with  respect  thereto  as 
the  Comptroller  General  may  deem  advisable,  including  a 
report  of  any  impairment  of  capital  noted  in  the  audit  and 
recommendations  for  the  return  of  such  Government  capital 
or  the  payment  of  such  dividends  as,  in  his  judgment,  should 
he  accomplished.  The  report  shall  also  show  specifically 
any  program,  expenditure,  or  other  financial  transaction  or 
undertaking  observed  in  the  course  of  the  audit,  which,  in 
the  opinion  of  the  Comptroller  General,  has  been  carried 
on  or  made  without  authority  of  law.  A  copy  of  each  re¬ 
port  shall  be  furnished  to  the  President,  to  the  Secretary  of 
the  Treasury,  and  to  the  corporation  concerned  at  the  time 
submitted  to  the  Congress. 

Sec.  107.  Whenever  it  is  deemed  by  the  Director  of 
the  Bureau  of  the  Budget,  with  the  approval  of  the  Presi¬ 
dent,  to  be  practicable  and  in  the  public  interest  that  any 
wholly  owned  Government  corporation  he  treated  with  re¬ 
spect  to  its  appropriations,  expenditures,  receipts,  accounting, 
and  other  fiscal  matters  as  if  it  were  a  Government  agency 
other  than  a  corporation,  the  Director  shall  include  in  con¬ 
nection  with  the  budget  program  of  such  corporation  in 
the  Budget  a  recommendation  to  that  effect.  If  the  Congress 
approves  such  recommendation  in  connection  with  the  bud¬ 
get  program  for  any  fiscal  year,  such  corporation,  with  respect 
to  subsequent  fiscal  years,  shall  be  regarded  as  an  establish- 
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any  program,  expenditure,  or  other  financial  transaction 
or  undertaking  observed  in  the  course  of  the  audit,  which, 
in  the  opinion  of  the  Comptroller  General,  has  been  carried 
on  or  made  without  authority  of  law.  A  copy  of  each  report 
shall  be  furnished  to  the  President,  to  the  Secretary  of  the 
Treasury,  and  to  the  corporation  concerned  at  the  time 
submitted  to  the  Congress. 

Sec.  204.  The  President  shall  include  in  the  annual  Budget 
any  recommendations  he  may  wish  to  make  as  to  the  return 
of  Government  capital  to  the  Treasury  by  any  mixed-owner¬ 
ship  corporation. 

TITLE  III— GENERAL  PROVISIONS 

Sec.  301.  (a)  The  expenses  of  auditing  the  financial 
transactions  of  wholly  owned  and  mixed-ownership  Gov¬ 
ernment  corporations  as  provided  in  sections  105  and  202  of 
this  Act  shall  be  borne  out  of  appropriations  to  the  General 
Accounting  Office,  and  appropriations  in  such  sums  as  may 
he  necessary  are  hereby  authorized:  Provided,  That  each 
such  corporation  shall  reimburse  the  General  Accounting 
Office  for  the  full  cost  of  any  such  audit  as  billed  therefor 
by  the  Comptroller  General,  and  the  General  Accounting 
Office  shall  deposit  the  sums  so  reimbursed  into  the  Treasury 
as  miscellaneous  receipts :  Provided  further,  That  in  making 
the  audits  provided  in  said  sections  the  Comptroller  General 
shall,  to  the  fullest  extent  deemed  by  him  to  be  practicable, 
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utilize  reports  of  examinations  of  Government  corporations 
made  by  a  supervising  administrative  agency  pursuant  to 

law. 

(b)  Por  the  purpose  of  conducting  such  audit  the 
Comptroller  General  is  authorized  in  his  discretion  to  employ 
not  more  than  ten  persons  without  regard  to  the  Classifica¬ 
tion  Act  of  1923,  as  amended,  only  one  of  whom  may  be 
compensated  at  a  rate  of  as  much  as  but  not  more  than 
$10,000  per  annum,  and  to  employ  by  contract,  without 
regard  to  section  3709  of  the  Revised  Statutes,  professional 
services  of  firms  and  organizations  for  temporary  periods 
or  for  special  purposes. 

(c)  The  audit  provided  in  sections  105  and  202  of  this 
Act  shall  be  in  lieu  of  any  audit  of  the  financial  transactions 
of  any  Government  corporation  required  to  be  made  by  the 
General  Accounting  Office  for  the  purpose  of  a  report  to  the 
Congress  or  to  the  President  under  any  existing  law. 

(d)  Unless  otherwise  expressly  provided  by  law,  no 
funds  of  any  Government  corporation  shall  be  used  to  pay 
the  cost  of  any  private  audit  of  the  financial  records  of  the 
offices  of  such  corporation,  except  the  cost  of  such  audits 
contracted  for  and  undertaken  prior  to  April  25,  1945. 

Sec.  302.  The  banking  or  checking  accounts  of  all 
wholly  owned  and  mixed-ownership  Government  corpora¬ 
tions  shall  be  kept  with  the  Treasurer  of  the  United  States, 
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or,  with  the  approval  of  the  Secretary  of  the  Treasury,  with 
a  Federal  Keserve  bank,  or  with  a  hank  designated  as  a 
depositary  or  fiscal  agent  of  the  United  States:  Provided, 

That  the  Secretary  of  the  Treasury  may  waive  the  require- 

* 

ments  of  this  section  under  such  conditions  as  he  may  deter¬ 
mine  :  And  provided  further,  That  this  section  will  not  apply 
to  the  establishment  and  maintenance  in  any  bank  for  a 
temporary  period  of  banking  and  checking  accounts  not  in 
excess  of  $50,000  in  any  one  bank.  The  provisions  of  this 
section  shall  not  be  applicable  to  Federal  Intermediate  Credit 
Banks,  Production  Credit  Corporations,  the  Central  Bank 
for  Cooperatives,  the  Regional  Banks  for  Cooperatives,  or 
the  Federal  Land  Banks,  except  that  each  such  corporation 
shall  be  required  to  report  annually  to  the  Secretary  of  the 
Treasury  the  names  of  the  depositaries  in  which  such  cor¬ 
poration  keeps  a  banking  or  checking  account,  and  the  Sec¬ 
retary  of  the  Treasury  may  make  a  report  in  writing  to  the 
corporation,  to  the  President,  and  to  the  Congress  which 
he  deems  advisable  upon  receipt  of  any  such  annual  report. 

Sec.  303.  (a)  All  bonds,  notes,  debentures,  and  other 
similar  obligations  which  are  hereafter  issued  by  any  wholly 
owned  or  mixed-ownership  Government  corporation  and 
offered  to  the  public  shall  be  in  such  forms  and  denomina¬ 
tions,  shall  have  such  maturities,  shall  bear  such  rates  of 
interest,  shall  be  subject  to  such  terms  and  conditions,  shall 
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1  be  issued  in  such  manner  and  at  such  times  and  sold  at  such 

2  prices  as  have  been  or  as  may  be  approved  by  the  Secretary 

3  of  the  Treasury. 

4  (b)  Hereafter,  no  wholly  owned  or  mixed-ownership 

5  Government  corporation  shall  sell  or  purchase  any  direct  obli- 

6  gation  of  the  United  States  or  obligation  guaranteed  as  to 

7  principal  or  interest,  or  both,  for  its  own  account  and  in  its 

8  own  right  and  interest,  at  any  one  time  aggregating  in 

9  excess  of  $100,000,  without  the  approval  of  the  Secretary 

10  of  the  Treasury :  Provided,  That  the  Secretary  of  the  Treas- . 

11  ury  may  waive  the  requirement  of  his  approval  with  respect 

12  to  any  transaction  or  classes  of  transactions  subject  to  the 
18  provisions  of  this  subsection  for  such  period  of  time  and 

14  under  such  conditions  as  he  may  determine. 

15  (c)  The  Secretary  of  the  Treasury  is  hereby  author- 

16  ized  to  exercise  any  of  the  fimctions  vested  in  him  by  this 

17  section  through  any  officer  or  employee  of  any  Federal 

18  agency  whom  he  may  designate,  with  the  concurrence  of 

19  the  head  of  the  agency  concerned,  for  such  purpose. 

20  (d)  Any  mixed-ownership  Government  corporation 

21  from  which  Government  capital  has  been  entirely  withdrawn 

22  shall  not  be  subject  to  the  provisions  of  section  302  or  of  this 

23  section  during  the  period  such  corporation  remains  without 

24  Government  capital.  The  provisions  of  subsections  (a)  and 

25  (b)  of  this  section  shall  not  be  applicable  to  Federal  Inter- 
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1  mediate  Credit  Banks,  Production  Credit  Corporations,  tire 

2  Central  Bank  for  Cooperatives,  the  Regional  Banks  for 

3  Cooperatives,  or  tlie  Federal  Land  Banks,  except  that  each 

4  such  corporation  shall  be  required  to  consult  with  the  Secre- 

5  tary  of  the  Treasury  prior  to  taking  any  action  of  the  kind 

6  covered  by  the  provisions  of  subsections  (a)  and  (h)  of  this 

7  section,  and  in  the  event  an  agreement  is  not  reached,  the 

8  Secretary  of  the  Treasury  may  make  a  report  in  writing 

9  to  the  corporation,  to  the  President,  and  to  the  Congress 

10  stating  the  grounds  for  his  disagreement. 

11  Sec.  304.  (a)  No  corporation  shall  be  created,  organ- 

12  ized,  or  acquired  hereafter  by  any  officer  or  agency  of  the 

13  Federal  Government  or  by  any  Government  corporation  for 

14  the  purpose  of  acting  as  an  agency  or  instrumentality  of  the 

15  United  States,  except  by  Act  of  Congress  or  pursuant  to  an 

16  Act  of  Congress  specifically  authorizing  such  action. 

17  (b)  No  wholly  owned  Government  corporation  created 

18  by  or  under  the  laws  of  any  State,  Territory,  or  possession 

19  of  the  United  States  or  any  political  subdivision  thereof,  or 

20  under  the  laws  of  the  District  of  Columbia,  shall  continue 

21  after  June  30,  1948,  as  an  agency  or  instrumentality  of  the 

22  United  States,  and  no  funds  of,  or  obtained  from,  the  United 

23  States  or  any  agency  thereof,  including  corporations,  shall 

24  be  invested  in  or  employed  by  any  such  corporation  after  that 

25  date,  except  for  purposes  of  liquidation.  The  proper  corpo- 
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1  rate  authority  of  every  such  corporation  shall  take  the  neces- 

2  sary  steps  to  institute  dissolution  or  liquidation  proceedings 

3  on  or  before  that  date:  Provided ,  That  prior  thereto  any 

4  such  corporation  may  be  reincorporated  by  Act  of  Congress 

5  for  such  purposes  and  term  of  existence  and  with  such  pow- 

6  ers,  privileges,  and  duties  as  authorized  by  such  Act,  includ- 

7  ing  the  power  to  take  over  the  assets  and  assume  the  liabili- 

8  ties  of  its  respective  predecessor  corporation. 

Passed  the  House  of  Representatives  September  12,  1945. 

Attest:  SOUTH  TRIMBLE, 

Clerk. 
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Calendar  No.  698 

79th  Congress  )  SENATE  j  Report 

1st  Session  J  |  No.  694 


FINANCIAL  CONTROL  OF  GOVERNMENT  CORPORATIONS 


November  2  (legislative  day,  October  29),  1945. — Ordered  to  be  printed 


Mr.  Fulbright  (for  himself  and  Mr.  Butler),  from  the  Committee 
on  Banking  and  Currency,  submitted  the  following 

REPORT 

[To  accompany  H.  R.  3660] 


The  Committee  on  Banking  and  Currency,  to  whom  was  referred 
the  bill  (H.  R.  3660)  to  provide  for  financial  control  of  Government 
corporations,  having  considered  the  same,  report  favorably  thereon 
without  amendment  and  recommend  that  the  bill  do  pass. 

On  February  5,  1945,  there  was  introduced  in  the  Senate  the  Byrd- 
Butler  bill,  S.  469,  to  provide  for  financial  control  of  Government 
corporations.  Shortly  thereafter,  Representatives  Case,  of  South  Da¬ 
kota,  and  Whittington,  of  Mississippi,  introduced  in  the  House,  bills 
H.  R.  2051  and  H.  R.  2177,  respectively,  identical  to  S.  469.  Full 
hearings  were  held  on  S.  469  by  a  subcommittee  of  the  Senate  Bank¬ 
ing  and  Currency  Committee  in  April  and  May  1945.  Following  the 
hearings  staff  members  of  the  committee  and  of  the  Joint  Committee 
on  Reduction  of  Nonessential  Federal  Expenditures  met  with  repre¬ 
sentatives  of  the  Bureau  of  the  Budget,  the  General  Accounting 
Office,  the  Treasury  Department,  and  the  corporations  concerned,  to 
suggest  revisions  of  the  bill  to  meet  objections  raised  by  the  corpora¬ 
tions  to  S.  469  on  the  ground  that  the  flexibility  of  their  operations 
would  be  hampered  by  the  bill  as  originally  drawn.  The  revised  bill 
was  then  made  available  to  the  House  Committee  on  Expenditures  in 
the  Executive  Departments  during  its  hearings  on  H.  R.  2177.  After 
further  revisions  the  House  committee  authorized  the  introduction  of 
the  present  bill,  H.  R.  3660,  embodying  all  amendments  agreed  upon 
as  a  result  of  the  hearings.  As  so  revised,  H.  R.  3660  eliminates  any 
justifiable  objections  to  the  more  stringent  provisions  of  S.  469  and 
H.  R.  2177.  In  this  connection,  the  committee  desires  to  call  atten¬ 
tion  to  the  following  communications  from  the  President  in  support 
of  this  legislation: 
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FINANCIAL  CONTROL  OF  GOVERNMENT  CORPORATIONS 


The  White  House, 
Washington,  June  11,  1945. 


Hon.  Abe  Murdock,  . 

Chairman,  Subcommittee  on  Banking  and  Currency, 

United  States  Senate,  Washington,  D.  C. 

My  Dear  Senator  Murdock:  By  direction  of  the  President  I  am  sending  you 
herewith  a  copy  of  his  letter  to  the  chairman  of  the  House  Committee  on  Expendi¬ 
tures  in  the  Executive  Departments  endorsing  the  Byrd-Butler  bill. 

Sincerely  yours, 

Charles  G.  Ross, 
Secretary  to  the  President. 


The  White  House, 
Washington,  June  11,  194&- 

Hon.  Carter  Manasco, 

Chairman,  Committee  on  Expenditures  m  the  Executive  Departments, 

House  of  Representatives,  Washington,  D.  C. 

My  Dear  Mr.  Manasco:  I  am  writing  this  note  to  eliminate  any  misunder¬ 
standing  as  to  my  attitude  on  the  Byrd-Butler  bill  which  is  now  before  your  com¬ 
mittee  as H. R.  2177.  .  .  , 

I  heartily  favor  this  proposal.  It  is  a  long-delayed,  forward  step  applying  the 
sound  doctrine  of  an  executive  budget,  as  enacted  in  the  Budget  and  Accounting 
Act  of  1921,  to  the  many  important  Government  corporations  which  have  since 
come  upon  the  scene. 

Sincerely  yours, 

Harry  S.  Truman. 

Background 

Although  it  was  settled  early  in  the  history  of  the  Nation  that  a 
Government  corporation  is  a  constitutional  means  of  carrying  into 
effect  legitimate  powers  of  the  Federal  Government,  little  use  was 
made  of  this  form  of  organization  prior  to  World  War  I.  When  the 
Budget  and  Accounting  Act  was  enacted  in  1921  to  provide  a  Federal 
budget  system  and  an  independent  audit  of  Government  accounts, 
most  of  the  wartime  corporations  were  in  process  of  liquidation,  and 
financial  control  of  Government  corporations  was  not  a  major  problem. 

Since  the  date  of  that  act  the  United  States  has  passed  through  the 
economic  emergency  period  of  the  1930’s  and  the  defense  and  war 
period  of  the  present  decade.  Each  of  these  periods  has  contributed 
a  large  number  of  Government  corporations.  The  result  is  that 
today5 we  have  a  total  aggregation  of  about  100  separate  corporations 
employing  scores  of  thousands  of  workers  and  controlling  billions  of 
dollars  of  Government  funds  with  which  they  engage  in  almost  every 
imaginable  field  of  business,  insurance,  and  finance,  as  well  as  govern¬ 
mental  operations  such  as  subsidies  and  flood  control.  As  of  June  30, 
1945,  the  gross  assets  of  these  Government  corporations,  including 
interagency  items,  were  in  excess  of  $29,000,000,000,  and  the  Gov¬ 
ernment’s  total  interest  in  such  corporations  amounted  to  more  than 
$13,000,000,000.  With  this  tremendous  growth  in  the  number  and 
importance  of  these  corporate  instrumentalities  of  the  Government 
there  has  been  increasing  recognition  by  both  the  legislative  and 
executive  branches  that  some  means,  adapted  to  the  special  needs 
of  the  situation,  must  be  found  to  coordinate  the  financial  programs 
of  the  corporations  with  that  of  the  Government  as  a  whole. 

An  early  step  toward  this  end  was  the  issuance  of:  Executive  Order 
No.  6549  on  January  3.  1934.  directing  that  accounts  of  all  recemts 
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and  expenditures  by  governmental  agencies,  including  corporations, 
created  after  March  3,  1933,  the  accounting  procedure  for  which  was 
not  otherwise  prescribed  by  law,  be  rendered  to  the  General  Accounting 
Office  for  settlement  and  adjustment  under  the  Budget  and  Accounting 
Act.  However,  many  of  the  corporations  were  exempted  from  that 
order  shortly  thereafter.  From  time  to  time,  commencing  in  1935, 
Executive  orders  have  been  issued  requesting  certain  Government 
corporations  to  submit  annual  estimates  of  their  administrative  ex¬ 
penses  to  the  Director  of  the  Bureau  of  the  Budget  for  his  approval. 
Section  7  of  the  First  Deficiency  Appropriation  Act,  1936  (49  Stat. 
1647),  provided  that  certain  agencies  named  therein  including 
corporations,  should  not  incur  any  obligations  for  administrative 
expenses  after  June  30,  1937,  except  pursuant  to  a  specific  annual 
appropriation. 

In  a  few  cases  such  as  the  Tennessee  Valley  Authority,  Federal 
Crop  Insurance  Corporation,  and  Commodity  Credit  Corporation, 
statutory  provision  was  made  for  a  special  type  of  audit  more  suited 
)  to  the  corporate  form  of  activity.  The  most  recent  step  toward 
financial  control,  which  brought  all  Government  corporations  under 
a  commercial-type  audit  by  the  General  Accounting  Office  for  the 
purpose  of  a  report  to  the  Congress,  was  taken  in  the  enactment  of 
the  audit  principles  of  the  present  bill  as  section  5  of  Public  Law  4 
(S.  375),  approved  February  24,  1945.  Also,  under  regulations  of 
the  Bureau  of  the  Budget  and  the  Treasury  Department,  reports  of 
the  financial  condition  of  Government  corporations  are  furnished  to 
those  agencies  periodically,  and  in  many  cases  the  corporations  con¬ 
sult  with  and  report  to  the  Treasury  Department  on  a  voluntary 
basis  with  respect  to  then-  financing  and  security  transactions. 

Due  to  this  piecemeal  approach  to  the  problem,  the  degree  and 
character  of  control  exercised  over  Government  corporations  by  the 
Congress,  the  President,  and  the  established  fiscal  agencies  of  the 
Government  have  varied  greatly  and  without  any  real  basis. 

The  problem  of  financial  control  of  Government  corporations  has 
recently  been  the  subject  of  much  study.  A  major  contribution  was 
the  publication  in  1940  of  Senate  Document  No.  172,  Seventy-sixth 
Congress,  third  session,  which  included  financial  statements  and  other 
valuable  information  concerning  those  Government  corporations  then 
\  in  existence,  compiled  by  the  Treasury  Department  pursuant  to  Senate 
Resolution  150,  agreed  to  June  27,  1939.  Later,  the  Joint  Committee 
on  Reduction  of  Nonessential  Federal  Expenditures  conducted  a  study 
lasting  nearly  2  years,  in  connection  with  which  information  was  fur¬ 
nished  by  the  Bureau  of  the  Budget,  the  General  Accounting  Office, 
and  the  Treasury  Department.  On  August  1,  1944,  the  committee 
issued  its  report  on  Government  corporations,  printed  as  Senate  Docu¬ 
ment  No.  227,  Seventy-eighth  Congress,  second  session. 

Following  publication  of  that  report,  and  after  further  collaboration 
with  the  three  agencies  mentioned,  there  were  introduced  in  the  present 
Congress  S.  469,  H.  R.  2051,  and  H.  R.  2177,  to  carry  out  recommenda¬ 
tions  of  the  report  as  to  the  establishment  of  financial  control  over 
Government  corporations  by  the  Congress  and  the  President,  through 
the  General  Accounting  Office,  the  Bureau  of  the  Budget,  and  the 
Treasury  Department.  The  Comptroller  General  of  the  United  States 
and  the  Director  of  the  Bureau  of  the  Budget  both  appeared  in  person 
during  the  hearings  on  this  legislation  and  endorsed  its  objectives  in 
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convincing  terms.  Representatives  of  the  Treasury  Department  like¬ 
wise  testified  on  May  29,  1945,  in  support  of  those  objectives. 

Purpose  and  Scope  of  the  Bill 

The  purpose  of  the  bill  is  to  provide  annual  scrutiny  and  current 
financial  control  by  the  Congress  of  the  financial  transactions  and 
operations  of  the  Government  corporations  through  the  regular  fiscal 
agencies  of  the  Government.  The  bill  provides  the  means  for  effective 
control  by  the  Congress  over  the  Government  corporations  through  a 
systematic  procedure  for  consideration  and  action  on  their  contem¬ 
plated  programs  in  the  form  of  business-type  budgets  to  be  included  in 
the  annual  Budget  submitted  by  the  President,  and  through  a  com¬ 
mercial-type  audit  and  report  to  the  Congress  by  the  Comptroller 
General  on  their  compliance  with  congressional  directives  and 
restrictions.  It  also  requires  approval  by  the  Secretary  of  the 
Treasury  of  the  depositaries,  financing,  and  Government  security 
transactions  of  all  Government  corporations,  except  certain  Farm 
Credit  institutions.  It  prohibits  the  creation  of  any  Government  cor¬ 
poration  to  act  as  an  agency  or  instrumentality  of  the  United  States 
except  by  or  pursuant  to  action  of  Congress  and  requires  those  now 
operating  under  State  charters  to  institute  dissolution  or  liquidation 
proceedings  on  or  before  June  30,  1948,  subject  to  reincorporation  by 
act  of  Congress. 

The  Budget  provisions  apply  only  to  the  wholly  owned  Govern¬ 
ment  corporations  but  the  audit  and  Treasury  provisions  apply  also 
to  the  mixed-ownership  Government  corporations  in  which  part  of 
the  capital  stock  is  owned  by  the  United  States  and  part  by  borrowers 
or  other  private  holders.  The  corporations  subject  to  the  bill  are 
listed  below.  Information  on  the  organic  authority;  ownership, 
organization,  and  management;  purpose  and  scope  of  activities;  and 
finances  of  each  of  the  corporations  covered  by  the  bill  is  contained 
in  Senate  Document  No.  86,  Seventy-ninth  Congress,  first  session, 
Reference  Manual  of  Government  Corporations,  General  Accounting 
Office,  as  of  June  30,  1945. 

WHOLLY  OWNED  GOVERNMENT  CORPORATIONS  1 

1.  Commodity  Credit  Corporation. 

2.  Federal  intermediate  credit  banks  (12  banks). 

3.  Production  credit  corporations  (12  corporations). 

4.  Regional  agricultural  credit  corporations  (1  still  in  operation). 

5.  Farmers  Home  Corporation. 

6.  Federal  Crop  Insurance  Corporation. 

7.  Federal  Farm  Mortgage  Corporation. 

8.  Federal  Surplus  Commodities  Corporation. 

9.  Reconstruction  Finance  Corporation. 

10.  Defense  Plant  Corporation. 

11.  Defense  Supplies  Corporation. 

12.  Metals  Reserve  Company. 

13.  Rubber  Reserve  Company. 

14.  War  Damage  Corporation. 

15.  Federal  National  Mortgage  Association. 

1  Several  of  the  corporations  listed  are  in  various  stages  of  liquidation  and  dissolution. 
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16.  The  RFC  Mortgage  Company. 

17.  Disaster  Loan  Corporation. 

18.  Inland  Waterways  Corporation. 

19.  Warrior  River  Terminal  Company. 

20.  The  Virgin  Islands  Company. 

21.  Federal  Prison  Industries,  Incorporated. 

22.  United  States  Spruce  Production  Corporation. 

23.  Institute  of  Inter-American  Affairs. 

24.  Institute  of  Inter-American  Transportation. 

25.  Inter-American  Educational  Foundation,  Incorporated. 

26.  Inter- American  Navigation  Corporation. 

27.  Prencinradio,  Incorporated. 

28.  Cargoes,  Incorporated. 

29.  Export-Import  Bank  of  Washington. 

30.  Petroleum  Reserves  Corporation. 

31.  Rubber  Development  Corporation. 

32.  U.  S.  Commercial  Company. 

33.  Smaller  War  Plants  Corporation. 

34.  Federal  Public  Housing  Authority  (or  United  States  Housing 

Authority)  and  including  public  housing  projects  financed  from 
appropriated  funds  and  operations  thereof. 

35.  Defense  Homes  Corporation. 

36.  Federal  Savings  and  Loan  Insurance  Corporation. 

37.  Home  Owners’  Loan  Corporation. 

38.  United  States  Housing  Corporation. 

39.  Panama  Railroad  Company. 

40.  Tennessee  Valley  Authority. 

41.  Tennessee  Valley  Associated  Cooperatives,  Incorporated. 

MIXED-OWNERSHIP  GOVERNMENT  CORPORATIONS 

1.  Banks  for  cooperatives  (1  central  bank  and  12  regional  banks). 

2.  Federal  land  banks  (12  banks). 

3.  Federal  home  loan  banks  (12  banks). 

4.  Federal  Deposit  Insurance  Corporation. 

Budget  Provisions 

The  bill  establishes  congressional  control  over  the  budgets  of  wholly 
owned  Government  corporations  in  a  manner  especially  adapted  to 
their  type  of  organization  and  operation.  Each  corporation  is  re¬ 
quired  to  submit  its  budget  program  to  the  President  through  the 
Bureau  of  the  Budget  at  the  same  time  as  the  regular  departments 
and  establishments  of  the  Government.  The  President  is  directed  to 
transmit  to  Congress,  as  a  part  of  the  annual  Budget  required  by  the 
Budget  and  Accounting  Act  of  1921,  the  budget  programs  of  the  cor¬ 
porations  as  modified,  amended,  or  revised  to  conform  to  his  recom¬ 
mended  program  for  the  Federal  Government  as  a  whole.  The  Con¬ 
gress  will  consider  these  budget  programs  and  enact  legislation  making 
available  such  funds  or  other  financial  resources,  with  such  directives 
and  limitations,  as  it  may  deem  necessary.  In  this  manner  Congress 
will  for  the  first  time  have  a  systematic  procedure  for  annually  scru¬ 
tinizing  and  passing  upon  the  budgets  of  the  Government  corporations 
as  it  now  does  for  thb  regular  agencies  of  the  Government.  Only  in 
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this  way  can  the  operations  of  Government  corporations  be  brought 
into  balance  and  proportion  with  all  other  Federal  activities  and  in 
harmony  with  the  financial  and  economic  policies  of  the  Congress. 

This  budget  control  of  the  Government  corporations  requires  a 
special  type  of  budget  program,  referred  to  in  the  bill  as  a  business- 
type  budget  or  plan  of  operations.  The  administrative-type  budget 
required  by  the  Budget  and  Accounting  Act  is  not  suitable  for  the 
type  of  commercial  operations  conducted  under  the  corporate  form  of 
organization.  The  bill  authorizes  and  directs  the  Bureau  of  the 
Budget,  under  such  rides  and  regulations  as  the  President  may  estab¬ 
lish,  to  prescribe  the  form  and  content  of,  and  the  manner  in  which 
such  budget  programs  shall  be  prepared  and  presented.  This  latitude 
is  necessary  to  permit  the  Bureau  of  the  Budget  to  formulate  a  budget 
program  adapted  to  the  individual  requirements  of  each  of  the  cor¬ 
porations.  The  Director  of  the  Bureau  of  the  Budget  stated  in  his 
testimony  on  the  bill  that  the  development  of  an  adequate  budget 
program  would  be  an  evolutionary  process. 

Certain  essential  features  of  the  budget  program  are  expressly 
covered  by  the  bill.  It  will  include  comparative  financial  statements 
showing  the  actual  condition  and  results  of  operations  of  the  corpora¬ 
tion  for  the  last  completed  fiscal  year  and  estimates  for  the  current  and 
ensuing  years.  These  statements  will  be  the  usual  corporate  financial 
statements,  namely,  a  statement  of  financial  condition,  a  statement 
of  income  and  expense,  an  analysis  of  surplus  or  deficit,  a  statement  of 
sources  and  application  of  funds,  and  such  additional  supplementary 
statements  and  information  as  may  be  necessary  or  desirable  to  make 
known  the  financial  condition  and  operations  of  the  corporation.  The 
bill  specifically  provides  that  these  statements  shall  include  estimates 
of  operations  by  major  types  of  activities,  together  with  estimates  of 
administrative  expenses,  estimates  of  borrowings,  and  estimates  of 
the  amount  of  Government  capital  funds  which  shall  be  returned  to 
the  Treasury  during  the  fiscal  year  or  the  appropriations  required  to 
provide  for  the  restoration  of  capital  impairments. 

An  intelligent  review  of  the  programs  of  the  Government  corpora¬ 
tions  requires  comprehensive  information  on  their  past  operations 
and  future  plans  Obtaining  the  necessary  information  on  past  opera¬ 
tions  should  present  no  serious  problems,  but  accurate  forecasts  will 
be  extremely  difficult  or  impossible  for  many  programs.  Both  the  cor¬ 
porations  and  the  Director  of  the  Bureau  of  the  Budget  pointed  out 
at  the  hearings  that  many  of  the  operations  of  the  corporations  are 
subject  to  the  ebb  and  flow  of  economic  conditions  and  to  a  multitude 
of  factors  beyond  their  control  or  their  ability  to  foresee.  The  com¬ 
mittee  recognizes  the  uncertainties  and  difficulties  of  forecasting,  but 
it  considers  these  programs  too  important  to  be  ignored  in  formulating 
the  Federal  budget  program.  Even  though  the  best  estimates  ob¬ 
tainable  are  subject  to  change,  they  will  be  extremely  usefid  to  the 
Congress  in  expressing  its  will  with  respect  to  the  contemplated  pro¬ 
grams  of  the  corporations. 

/  An  important  provision  of  the  bill  is  the  requirement  that  the 
budget  programs  shall  include  due  allowance  for  the  need  for  flexi¬ 
bility,  including  provision  for  emergencies  and  contingencies,  so  that 
the  Corporation  may  properly  carry  out  its  activities  as  authorized 
by  law.  The  corporate  form  of  organization  is  a  useful  device  for 
carrying  out  a  variety  of  Government  services  and  programs,  of  a 
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continuing  as  well  as  an  emergency  character.  It  is  generally  agreed 
that  the  corporate  form  loses  much  of  its  peculiar  value  without 
reasonable  autonomy  and  flexibility  in  its  day-to-day  decisions  and 
operations.  The  budget  and  financial  controls  imposed  upon  the 
Government  corporations  should  not  deprive  them  of  this  freedom 
and  flexibility  in  carrying  out  authorized  programs  to  a  greater  extent 
than  is  necessary  to  conform  their  operations  to  the  program  of  the 
Government  and  the  will  of  Congress. 

Discretion  is  necessary  in  the  choice  of  activities  on  which  fiscal- 
year  limitations  are  appropriate  and  in  the  type  of  limitations  imposed. 
There  may  be  mandatory  programs  on  which  no  specific  dollar  limita¬ 
tions  should  be  imposed.  There  will  be  other  programs,  subject  to 
unpredictable  factors,  where  it  may  be  desirable  to  establish  limitations 
that  would  prevent  an  extreme  expansion  of  the  present  volume  of 
operations  without  further  consideration  by  Congress  but  that  would 
be  high  enough  to  permit  the  corporations  to  adapt  the  programs  to 
reasonable  changes  in  conditions./  Where  programs  are  susceptible 
of  more  accurate  forecasting  or  the  Congress  desires  to  curtail  or 
restrict  them  to  a  particular  level,  the  annual  budget  review  will 
provide  the  needed  opportunity  to  establish  the  desired  limitations. 
The  budget  procedure  established  by  the  bill  provides  the  information 
and  the  facilities  for  the  exercise  of  congressional  control  over  the 
budget  program  of  each  of  the  wholly  owned  Government  corpora¬ 
tions  in  the  manner  and  to  the  extent  considered  appropriate  and 
desirable. 

It  is  inadmissible  that  these  agencies  which  are  dependent  upon  the 
Congress  for  their  existence  should  not  report  to  the  Congress  periodi¬ 
cally  and  justify  their  operations  and  their  plans.  In  this  regard  the 
committee  invites  attention  to  the  statement  on  behalf  of  the  Recon¬ 
struction  Finance  Corporation,  printed  on  page  211  of  the  hearings  on 
S.  469,  agreeing  with  the  principle  that  Congress  should  have  an 
opportunity  from  year  to  year  to  scrutinize  and  pass  upon  the  ac¬ 
tivities  of  Government  corporations,  and  indicating  the  Corporation’s 
willingness  to  undertake  to  the  best  of  its  ability  to  comply  with  the 
budget  provisions  of  this  legislation,  if  enacted.  If  this  largest  of  all 
Government  corporations,  with  all  of  its  diverse  programs,  can  operate 
within  the  framework  of  the  bill,  the  committee  feels  that  the  other 
wholly  owned  corporations  should  be  able  to  do  likewise. 

The  bill  does  not  repeal  the  existing  laws  governing  the  debt  limit 
or  the  powers  and  duties  of  any  of  the  Government  corporations. 
Neither  does  it  lessen  the  budgetary  requirements  of  the  existing  laws 
which  call  for  an  annual  authorization  by  the  Congress  of  the  amount 
of  administrative  expenses  which  several  of-  the  corporations  may  incur. 

The  budget  provisions  of  the  bill  do  not  apply  to  the  mixed-owner¬ 
ship  corporations  in  which  private  stockholders  have  an  interest  in 
the  net  worth  and  in  the  profits  or  losses  of  the  corporations. 

Audit  Provisions 

This  bill  is  intended  as  basic  legislation  for  financial  control  of 
Government  corporations.  Hence,  it  includes,  without  substantial 
change,  the  audit  provisions  of  section  5  of  Public  Law  4,  approved 
February  24,  1945,  requiring  an  annual  audit  of  financial  transactions 
of  all  Government  corporations  by  the  General  Accounting  Office  in 
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accordance  with  the  principles  and  procedures  applicable  to  commer¬ 
cial  corporate  transactions  and  under  rules  and  regulations  prescribed 
by  the  Comptroller  General  of  the  United  States.  Audits  will  be 
made  on  a  fiscal-year  basis  of  the  financial  transactions  of  wholly 
owned  Government  corporations  and  of  those  of  mixed-ownership 
Government  corporations  for  any  period  during  which  Government 
capital  lias  been  invested  therein.  The  audit  is  to  begin  with  the 
first  fiscal  year  commencing  after  the  enactment  of  the  bill.  Until 
that  time  the  audit  provisions  of  Public  Law  4  will  apply  so  that  there 
will  be  no  break  in  the  continuity  of  the  audit  by  the  General  Account¬ 
ing  Office. 

The  scope  and  extent  of  the  audits  by  the  General  Accounting  Office 
and  the  manner  in  which  they  are  conducted  will  follow  generally 
accepted  practices  and  procedures  employed  in  independent  audits  of 
commercial,  industrial,  and  financial  institutions,  as  applied  by  the 
Comptroller  General.  The  audits  will  comprise  such  examination  of 
the  corporate  affairs  as  necessary  to  supply  the  Congress  with  the  in¬ 
formation  required  by  the  bill  with  respect  to  the  operations  and 
financial  condition  of  the  corporations.  Both  the  Congress  and  the 
Comptroller  General  have  already  recognized  that  the  commercial- 
type  audit  is  better  adapted  than  the  regular  governmental  type  to 
the  operations  of  a  Government  corporation.  Differences  between 
the  two  types  are  explained  in  some  detail  in  Senate  Report  No.  631, 
Seventy-eighth  Congress,  second  session,  in  the  following  terms: 

In  general,  the  purpose  of  the  governmental  type  of  audit  is  to  determine  the 
validity  of  expenditures  under  appropriations  made  b}'  the  Congress,  in  the  light 
of  restrictions  and  limitations  placed  by  the  Congress  generally  upon  the  expendi¬ 
ture  of  appropriated  moneys.  It  is  a  part  of  a  system  designed  to  enforce  the  per¬ 
sonal  accountability  of  governmental  officers  authorizing  or  expending  those  funds 
upon  the  basis  of  documents  and  records  usually  submitted  to  the  General  Ac¬ 
counting  Office  and,  retained  in  its  custody.  In  contrast,  the  commercial  type 
of  audit  is  separate  and  apart  from  the  accounting  system  and  internal  financial 
control  of  the  Corporation  and  is  designed  to  determine  the  true  financial  condi¬ 
tion  of  the  Corporation  as  of  a  given  date  and  the  results  of  its  financial  opera¬ 
tions  during  the  period  covered  by  the  audit,  as  well  as  establishing  whether  the 
funds  of  the  Corporation  have  been  regularly  expended  in  accordance  with  cor¬ 
porate  authorization.  These  determinations  are  made  by  detaffed  examination 
of  the  operating  and  financial  records  of  the  Corporation  at  the  places  where  they 
are  being  used  in  the  conduct  of  corporate  business. 

The  fundamental  difference  between  the  two  types  of  audit,  and  the  inadequacy 
of  the  governmental  type  of  audit  as  applied  to  capital-fund  operations  of  the 
Corporation,  may  be  more  clearly  seen  from  a  comparison  of  the  procedures 
involved. 

The  governmental  type  of  audit  generally  involves  the  following  seven  steps: 

1.  The  fixing  of  the  amount  for  which  the  disbursing  officer  is  accountable 
under  his  bonded  responsibility  by  reason  of  the  advance  of  funds  under  particular 
appropriations  upon  accountable  warrants  and  by  reason  of  collections  received 
by  him. 

2.  The  submission  by  the  designated  disbursing  officer  to  the  General  Account¬ 
ing  Office  for  audit  and  settlement  of  an  account  supported  by  certified  vouchers 
and  by  other  original  papers  evidencing  specific  payments  which  he  has  made 
from  the  particular  funds  charged  to  him. 

3.  The  examination  by  the  General  Accounting  Office  of  these  vouchers  and 
other  original  supporting  papers  to  determine  whether  the  payments  covered 
thereby  were  properly  authorized  and  whether  the  expenditures  represent  valid 
obligations  of  the  Government  under  the  specific  appropriation  sought  to  be 
charged. 

4.  The  settlement  by  the  General  Accounting  Office  of  the  disbursing  officer’s 
account  and  the  determination  of  his  liability  to  the  United  States. 
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5.  The  determination  of  the  liability  to  the  United  States  of  the  officer  certifying 
for  payment  the  items  included  in  the  disbursing  officer’s  account. 

6.  The  preparation  and  issuance  of  certificates  of  settlement  incorporating  all 
unexplained  or  unadjusted  differences  developed  in  the-  examinations  of  the 
accounts,  and 

7.  The  institution  of  collection  proceedings  if  the  accountable  officer  fails  to 
pay  over  any  balances  found  due  from  him  in  the  settlement. 

The  commercial  type  of  audit  ordinarily  made  of  large  business  corporations 
usually  involves  the  following  seven  steps: 

1.  The  establishment  of  the  authorities  of  the  various  officers  and  employees 
by  reference  to  the  original  articles  of  incorporation,  bylaws,  minutes  of  the 
board  of  directors,  and  other  official  authorizations  taken  in  the  name  of  the 
Corporation ; 

2.  The  verification,  through  appropriate  checks,  of  the  original,  general,  and 
subsidiary  ledgers  by  comparison  of  original  collection  and  disbursement  docu¬ 
ments  with  such  ledgers  and,  in  connection  with  this,  .the  determination  that  all 
actions  reviewed  are  properly  authorized; 

3.  The  verification  from  the  original  accounting  records  and  supporting  docu¬ 
ments  of  the  accuracy  of  all  items  appearing  on  the  balance  sheet,  including 
verification  of  all  cash  on  hand  and  in  banks,  and  when  needed,  positive  establish¬ 
ment  of  the  existence  of  assets  by  physical  inventory  methods  or  through  in¬ 
quiries  addressed  to  debtors  and  the  determination  of  actual  liabilities  through 

j  inquiries  addressed  to  creditors; 

4.  The  review  and  establishment  of  the  accuracy  of  any  operating  statements 
to  determine  that  they  clearly  indicat  e  the  financial  progress  of  the  "Corporation 
during  the  period  covered  by  the  audit,  including  proper  reflection  of  any  profits 
made  or  losses  suffered; 

5.  Determination,  in  light  of  the  actions  by  the  Board  of  Directors  and  any 
changes  in  the  policies  of  the  Corporation,  that  proper  records  are  established 
and  necessary  safeguards  developed  correctly  to  reflect  the  financial  operations 
of  the  Corporation  and  to  protect  the  Corporation  from  financial  loss  which  can 
be  prevented  by  proper  and  adequate  records  and  procedures; 

6.  The  preparation  of  a  report  covering  the  audit,  including  certified  financial 
statements  and  comments  deemed  appropriate  by  the  auditor,  such  as  recommend¬ 
ations  for  changes  in  the  accounting  procedure  and  records,  errors  still  uncorrected 
at  the  completion  of  the  audit,  analysis  of  facts  brought  out  in  the  financial  state¬ 
ments,  and  the  submission  of  such  a  report  to  the  officials  ordering  the  audit:  and 

7.  The  institution  of  corrective  action  by  the  corporate  management. 

Aside  from  the  more  fundamental  differences  in  approach  and  purposes  ap¬ 
parent  between  these  two  systems,  it  should  also  be  noted  that  the  nature  of  the 
capital  fund  operations  of  the  Corporation  is  such  that  it  is  impractical,  if  not 
impossible,  to  assemble  in  one  place  the  original  vouchers  and  other  original  papers 
supporting  the  capital  fund  operations  of  the  Corporation  and  still  permit  the 
Corporation  to  carry  out  the  business  responsibilities  imposed  upon  it  by  the 
Congress.  *  *  * 

Reports  of  the  audits  are  to  be  made  by  the  Comptroller  General 
\  to  the  Congress  not  later  than  January  15  following  the  close  of  the 
fiscal  year  for  which  made.  Such  reports  must  set  forth  the  scope 
of  the  audit  and  include  audited  financial  statements,  as  well  as  such 
comments  and  information  as  deemed  necessary  to  keep  Congress  in¬ 
formed  of  the  operations  and  financial  condition  of  the  several  cor¬ 
porations,  together  with  pertinent  recommendations  of  the  Comp¬ 
troller  General.  Th<?'  reports  must  also  include  a  specific  showing 
as  to  any  program,  expenditure,  or  other  financial  transaction  or 
undertaking  observed  in  the  course  of  the  audit  which,  in  the  opinion 
of  the  Comptroller  General,  has  been  carried  on  or  made  without 
'authority  of  law.  Copies  of  such  reports  are  to  be  furnished  to  the 
President,  the  Secretary  of  the  Treasury,  and  the  corporations  con¬ 
cerned  when  submitted  to  the  Congress. 

The  bill  does  not  affect  the  power  which  some  Government  cor¬ 
porations  now  have  to  maintain  books  of  account  determine  and 
prescribe  procedures  to  be  followed  in  the  transaction  of  the  corporate 
business,  including  the  manner  in  which  their  obligations  shall  be 

s.  Rept.  694,  79-1 - 2 
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incurred  and  their  expenses  allowed  and  paid;  settle  and  adjust 
claims  and  demands  by  or  against  them  and  accounts  in  which  they 
are  concerned,  either  as  debtor  or  creditor,  and  retain  custody  of 
their  contracts  or  other  financial  or  accounting  documents.  Likewise, 
the  bill  does  not  affect  the  authority  of  the  Comptroller  General 
under  other  provisions  of  existing  law  to  settle  and  adjust  the  accounts 
of  accountable  officers  of  several  of  the  corporations,  although  it  pro¬ 
vides  a  means  for  coordinating  such  settlement  and  adjustment  activ¬ 
ities  of  the  Comptroller  General  with  the  commercial-type  audit. 
While  there  is  a  lack  of  consistency  in  the  present  status  of  the  various 
corporations  in  this  respect,  the  advisability  of  making  further  changes 
in  the  interest  of  uniformity  of  treatment  of  all  corporations  can  best 
be  determined  in  the  light  of  experience  under  the  provisions  of  the 
bill. 

The  audit  provisions  are  intended  to  give  the  Congress  the  inde¬ 
pendent  audit  reports  of  its  agent,  the  Comptroller  General,  as  to 
the  operations  and  financial  condition  of  every  Government  corpora¬ 
tion  in  which  the  Government  has  a  capital  interest.  Some  of  those 
corporations  have  sought  exemption  from  the  Comptroller  General’s 
audit  on  the  ground  that  they  are  already  examined  pursuant  to  law 
by  an  administrative  agency  of  the  Government.  Under  existing 
law,  banks  for  cooperatives,  Federal  intermediate  credit  banks, 
Federal  land  banks,  and  production-credit  corporations  are  required 
to  be  examined  at  least  once  each  year  by  examiners  of  the  Farm 
Credit  Administration  (12  U.  S.  C.  952,  1091,  1138a).  Also,  under 
existing  law  Federal  home-loan  banks  are  examined  semiannually  by 
the  Federal  Home  Loan  Bank  Administration,  National  Housing 
Agency  (12  U.  S.  C.  1440).  Although  such  examinations  are  inde¬ 
pendent  of  the  respective  banks  and  corporations,  they  are  integral 
parts  of  systems  of  administrative  supervision  and  regulation.  On 
the  other  hand,  the  audits  of  the  Comptroller  General  under  Public 
Law  4  and  under  this  bill  are  independent  not  only  of  the  banks  and 
corporations  but  also  of  the  supervising  administrative  agency.  If 
the  audit  by  the  Comptroller  General  is  to  be  a  truly  independent 
audit,  he  must  not  be  restricted  in  such  a  way  as  to  prevent  him  from 
examining  into  and  reporting  the  transactions  of  any  Government 
corporation  to  the  extent  deemed  by  him  to  be  necessary. 

The  Comptroller  General  has  stated  that  in  making  his  audits  he 
will  give  full  consideration  to  the  effectiveness  ot  the  existing  systems 
of  internal  accounts,  procedures,  and  controls  and  of  external  exami¬ 
nations  by  an  administrative  supervisory  agency.  The  bill  includes 
a  specific  provision  requiring  the  Comptroller  General  in  making  his 
audits  to  utilize,  to  the  fullest  extent  deemed  by  him  to  be  practicable, 
reports  of  examinations  of  Government  corporations  by  a  supervising 
administrative  agency  pursuant  to  law.  To  go  so  far  as  to  substitute 
the  reports  of  examiners  of  the  supervising  administrative  agency  for 
the  audit  reports  of  the  Comptroller  General,  as  the  agent  of  the  Con¬ 
gress  independent  of  the  executive  branch,  would  constitute  an  aban¬ 
donment  of  the  objectives  attained  in  enacting  the  audit  provisions  of 
Public  Law  4. 

Other  provisions  of  the  bill  would  reenact  and  apply  specifically  to 
the  audit  to  be  conducted  thereunder,  the  following  provisions  of  the 
First  Deficiency  Appropriation  Act,  1945,  concerning  the  audit  of  all 
Government  corporations  as  provided  by  Public  Law  4: 
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For  the  purpose  of  conducting  the  audit  of  all  Government  corporations  as 
provided  by  section  5  of  the  Act  approved  February  24,  1945  (Public,  Numbered  4, 
Seventy-ninth  Congress),  the  Comptroller  General  is  authorized  in  his  discretion 
to  employ  not  more  than  ten  persons  without  regard  to  the  Classification  Act  of 
1923,  as  amended,  only  one  of  whom  may  be  compensated  at  a  rate  of  as  much  as 
but  not  more  than  $10,000  per  annum,  and  to  employ  by  contract,  without  regard 
to  section  3709  of  the  Revised  Statutes,  professional  services  of  firms  and  organiza¬ 
tions  for  temporary  periods  or  for  special  purposes:  Provided,  That  the  expenses 
of  auditing  the  financial  transactions  of  all  Government  corporations  by  the 
General  Accounting  Office  shall  be  borne  out  of  appropriations  to  the  General 
Accounting  Office,  and  appropriations  in  such  sums  as  may  be  necessary  are  hereby 
authorized:  Provided  further,  That  each  such  corporation  shall  reimburse  the 
General  Accounting  Office  for  the  full  cost  of  any  such  audit  as  billed  therefor  by 
the  Comptroller  General,  and  the  General  Accounting  Office  shall  deposit  the  sums 
so  reimbursed  into  the  Treasury  as  miscellaneous  receipts:  Provided  further.  That, 
unless  otherwise  expressly  provided  by  law,  no  funds  of  any  Government  corpora¬ 
tion  shall  be  used  to  pay  the  cost  of  any  private  audit  of  the  financial  records  of 
the  offices  of  such  corporation  except  the  cost  of  such  audits  contracted  for  and 
undertaken  prior  to  the  date  of  approval  of  tins  Act. 

The  Comptroller  General’s  audit  reports  should  be  of  great  value 
to  the  Congress  in  appraising  the  results  of  the  corporations’  programs 
and  passing  on  their  requests  for  further  funds,  to  the  President  in  his 
over-all  management  of  the  executive  branch,  and  to  the  Treasury 
Department  in  its  fiscal  activities.  The  reports  should  also  assist  the 
corporations  themselves  in  carrying  out  their  responsibilities. 

Treasury  Provisions 

Several  provisions  of  the  bill  require  approval  by  the  Treasury 
Department  of  certain  fiscal  activities  of  Government  corporations. 

The  first  provision  requires  the  corporations,  with  certain  exemp¬ 
tions  hereafter  enumerated,  to  keep  their  banking  or  checking  ac¬ 
counts  with  the  Treasurer  of  the  United  States,  or,  if  so  approved 
by  the  Secretary  of  the  Treasury,  with  a  Federal  Reserve  bank  or 
with  a  bank  designated  as  a  depositary  or  fiscal  agent  of  the  United 
States.  The  Secretary  of  the  Treasury  is  given  the  authority,  how¬ 
ever,  to  waive  these  requirements  under  such  conditions  as  he  may 
determine  to  be  appropriate.  Moreover,  the  requirements  do  not 
apply  to  the  establishment  and  maintenance  in  any  bank,  for  a  tem¬ 
porary  period,  of  banking  or  checking  accounts  not  in  excess  of 
$50,000  in  any  one  bank.  Because  of  then-  close  relationship  to  local 
farmer-borrower  associations,  the  bill  specifically  exempts  from  the 
foregoing  requirements  the  Federal  intermediate  credit  banks,  pro¬ 
duction-credit  corporations,  the  Central  Bank  for  Cooperatives,  the 
regional  banks  for  cooperatives,  and  the  Federal  land  banks.  Each 
of  these  exempted  corporations  is  required,  however,  to  report  an¬ 
nually  to  the  Secretary  of  the  Treasury  the  names  of  the  depositaries 
in  which  the  corporation  keeps  a  banking  or  checking  account  in 
order  that  the  Secretary  of  the  Treasury  may  be  in  a  position  to 
make  such  reports  thereon  as  he  may  deem  advisable  to  the  corpo¬ 
ration,  to  the  President,  and  to  the  Congress. 

The  attitude  of  the  Treasury  Department  has  been  that  it  is  desir¬ 
able  to  have  Government  funds  carried  with  the  Treasurer  of  the 
United  States  and  it  has  been  the  policy  of  that  Department  to  offer 
depositary  facilities  which  are  used  by  certain  Government  corpora¬ 
tions  in  lieu  of  carrying  their  funds  in  commercial  banks.  The  com¬ 
mittee  believes  that  the  depositary  provisions  of  the  bill  are  both  prac¬ 
tical  and  desirable  as  a  matter  of  fiscal  policy . 
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Other  provisions  of  the  bill  which  involve  the  Treasury  Department 
relate  to  the  issuance  of  bonds,  notes,  debentures,  and  other  similar 
obligations  of  the  corporations  which  are  offered  to  the  public.  The 
bill  provides  that  such  securities  shall  be  in  such  forms  and  denomi¬ 
nations,  shall  have  such  maturities,  shall  bear  such  rates  of  interest, 
shall  be  subject  to  such  terms  and  conditions,  shall  be  issued  in  such 
manner  and  at  such  times  and  sold  at  such  prices  as  have  been  or  as 
may  be  approved  by  the  Secretary  of  the  Treasui’y.  In  addition,  no 
corporation  would  be  permitted  to  sell  or  purchase  any  direct  obliga¬ 
tion  of  the  United  States  or  obligation  guaranteed  by  the  United  States 
as  to  principal  or  interest,  or  both,  for  its  own  account  and  in  its  own 
right  and  interest,  at  any  one  time  aggregating  in  excess  of  $100,000, 
without  the  approval  of  the  Secretary  of  the  Treasury.  The  Secretary 
would  have  the  authority,  however,  to  waive  the  requirement  of  his 
approval  with  respect  to  any  transaction  or  classes  of  transactions 
relating  to  the  purchase  or  sale  of  direct  or  guaranteed  obligations  of 
the  United  States,  for  such  period  of  time  and  under  such  conditions 
as  he  might  determine  to  be  appropriate.  The  Federal  intermediate 
credit  banks,  production-credit  corporations,  the  Central  Bank  for 
Cooperatives,  the  regional  banks  for  cooperatives,  and  the  Federal 
land  banks  are  also  exempted  specifically  from  these  requirements  of 
the  bill,  except  that  they  must  consult  with  the  Secretary  of  the 
Treasury  prior  to  taking  any  such  action.  If  an  agreement  is  not 
reached,  the  Secretary  of  the  Treasury  may  report  the  grounds  for  his 
disagreement  to  the  Corporation,  to  the  President,  and  to  the  Congress. 

Although  there  are  existing  requirements  of  law  for  Treasury 
approval  of  guaranteed  obligations  and  Government  corporations 
have  cooperated  with  the  Treasury  Department  so  as  to  coordinate 
their  financing  with  the  Treasury  Department’s  financing  program, 
these  arrangements  are  of  such  importance  that  the  committee  be¬ 
lieves  they  should  have  the  sanction  of  law  in  all  cases. 

For  flexibility  in  the  administration  of  the  provisions  of  the  bill 
requiring  Treasury  approval  of  security  transactions  of  the  corpora¬ 
tions,  the  Secretary  of  the  Treasury  is  authorized  to  exercise  any  of 
such  functions  vested  in  him  through  any  officer  or  employee  of  any 
Federal  agency  whom  he  may  designate,  with  the  concurrence  of  the 
head  of  the  agency  concerned,  for  such  purpose. 

Those  corporations  from  which  Government  capital  has  been  en¬ 
tirely  withdrawn  will  not  be  subject  to  any  of  the  depositary  and 
financing  provisions  of  the  bill  during  the  period  such  corporations 
remain  without  Government  capital. 

OTHER  PROVISIONS 

Employment  of  the  corporate  device  by  the  Federal  Government 
has  been  justified  by  the  need  for  a  high  degree  of  autonomy  and 
flexibility  in  the  carrying  on  of  programs  involving  activities  of  a 
business  nature.  The  bill  advances  a  remedy  for  cases  where  the  pro¬ 
grams  of  Government  corporations  are  not  characterized  by  such  a 
need,  and  could  be  equally  well  carried  on  by  the  regular  agencies  of 
the  Government.  It  provides  that  whenever  it  is  deemed  by  the 
Director  of  the  Bureau  of  the  Budget,  with  the  approval  of  the  Presi¬ 
dent,  to  be  practicable  and  in  the  public  interest  that  any  wholly 
owned  Government  corporation  be  treated  with  respect  to  fiscal 
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matters  as  if  it  were  a  regular  Government  agency,  the  Diiector  shall 
include  a  recommendation  to  that  effect  in  the  corporation’s  budget 
progiam.  Upon  approval  by  the  Congress  of  any  such  recommenda¬ 
tion,  the  corporation  would  thereafter  be  regarded  as  an  establish¬ 
ment  other  than  a  corporation  for  the  purposes  of  the  Budget  and 
Accounting  Act  of  1921. 

Corporations  have  frequently  been  provided  with  a  reservoir  of 
capital  to  be  used  for  certain  purposes  without  any  direction  as  to  the 
return  of  such  capital  to  the  Treasury  when  no  longer  needed  for  such 
purposes.  The  bill  provides  that  the  annual  budget  programs  shall 
include  estimates  of  the  amount  of  Government  capital  funds  to  be 
returned  to  the  Treasury  by  wholly  owned  Government  corporations, 
and  that  the  President  shall  include  in  the  annual  Budget  any  recom¬ 
mendations  that  he  maj^  wish  to  make  as  to  return  of  Government 
capital  by  mixed-ownership  corporations.  In  addition,  it  requires  the 
Comptroller  General’s  audit  reports  to  include  recommendations  as 
to  the  return  of  such  Government  capital  or  the  payment  of  such 
■dividends  as  in  his  judgment  should  be  accomplished  by  wholly 
owned  or  mixed-ownership  Government  corporations.  Upon  the 
basis  of  such  reports  and  recommendations  the  Congress  will  be  able 
to  take  proper  action  to  insure  the  return  to  the  Treasury  of  funds  no 
longer  needed  for  carrying  on  authorized  corporate  activities. 

It  was  brought  out  at  the  hearings  on  this  legislation  that  18  of  the 
■corporations  listed  therein  were  chartered  under  non-Federal  charters, 
that  is,  under  the  laws  of  a  State,  the  District  of  Columbia,  or  a  Terri¬ 
tory  or  possession.  The  corporations  involved,  and  the  chartering 
jurisdiction,  are  as  follows: 

1.  Cargoes,  Inc.,  New  York. 

2.  Commodity  Credit  Corporation,  Delaware. 

3.  Defense  Homes  Corporation,  Maryland. 

4.  Export-Import  Bank  of  Washington,  District  of  Columbia. 

5.  Federal  Surplus  Commodities  Corporation,  Delaware. 

6.  Institute  of  Inter- American  Affairs,  Delaware. 

7.  Institute  of  Inter-American  Transportation,  Delaware. 

8.  Inter- American  Educational  Foundation,  Inc.,  Delaware. 

9.  Inter- American  Navigation  Corporation,  Delaware. 

10.  Panama  Railroad  Company,  New  York. 

11.  Prencinradio,  Inc.,  Delaware. 

12.  RFC  Mortgage  Company,  Maryland. 

13.  Rubber  Development  Corporation,  Delaware. 

14.  Tennessee  Valley  Associated  Cooperatives,  Inc.,  Tennessee. 

15.  United  States  Housing  Corporation,  New  York. 

16.  United  States  Spruce  Production  Corporation,  Washington. 

17.  Virgin  Islands  Company,  Municipality  of  St.  Thomas  and  St.  John, 

V.  I. 

18.  Warrior  River  Terminal  Company,  Alabama. 

It  does  not  seem  desk-able  to  continue  any  longer  this  anomalous 
situation  in  which  an  instrumentality  of  the  Federal  Government  is 
technically  a  creature  of  a  State  or  local  government.  Moreover, 
some  of  these  corporations  were  chartered  without  specific  authority 
of  Congress.  The  bill  provides  that  no  wholly  owned  Government 
corporation  created  by  or  under  the  laws  of  any  State,  Territory,  or 
possession  of  the  United  States  or  any  political  subdivision  theraof, 
or  under  the  laws  of  the  District  of  Columbia,  shall  continue  as  an 
agency  or  instrumentality  of  the  United  States  after  June  30,  1948, 
but  authorizes  the  reincorporation  of  any  such  corporation  by  act  of 
Congress  for  such  purposes  and  term  of  existence  and  with  such 
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powers,  privileges,  and  duties  as  provided  by  such  act.  It  further 
provides  that  no  corporation  shall  be  created,  organized,  or  acquired 
hereafter  by  any  officer  or  agency  of  the  Federal  Government  or  by 
any  Government  corporation  for  the  purpose  of  acting  as  an  agency 
or  instrumentality  of  the  United  States,  except  by  act  of  Congress  or 
pursuant  to  an  act  of  Congress  specifically  authorizing  such  action. 
The  committee  contemplates  that  any  new  corporation  so  created  or 
authorized  hereafter  will  be  made  subject  to  the  appropriate  provi¬ 
sions  of  this  bill  by  the  creating  or  authorizing  legislation. 

Explanation  by  Sections 

Section  1  provides  that  the  act  may  be  cited  as  the  “Government 
Corporation  Control  Act.” 

Section  2  declares  it  to  be  the  policy  of  the  Congress  to  bring  Govern¬ 
ment  corporations  and  their  transactions  and  operations  under  annual 
scrutiny  by  the  Congress  and  provide  current  financial  control  thereof. 

TITLE  I — WHOLLY  OWNED  GOVERNMENT  CORPORATIONS 

Section  101  enumerates  the  wholly  owned  Government  corporations 
covered  by  this  title.  This  includes  4 1  separate  corporations  or  groups 
of  corporations,  which  is  increased  to  63  if  each  corporation  included 
in  a  group,  i.  e.,  Federal  intermediate  credit  banks  and  production 
credit  corporations,  is  counted  individually. 

Section  102  provides  for  the  submission  of  an  annual  budget  pro¬ 
gram  by  each  wholly  owned  Government  corporation  to  the  President 
through  the  Bureau  of  the  Budget  on  or  before  September  15.  The 
Bureau  of  the  Budget,  under  such  rules  and  regulations  as  the  Presi¬ 
dent  may  establish,  is  authorized  and  directed  to  prescribe  the  form 
and  content  of,  and  the  manner  in  which  such  budget  program  shall 
be  prepared  and  presented.  /Such  budget  program  is  to  be  a  business- 
type  budget  or  plan  of  operations,  with  due  allowance  given  to  the 
need  for  flexibility,  including  provision  for  emergencies  and  con¬ 
tingencies,  in  order  that  the  corporation  .may  properly  carry  out  its 
activities  as  authorized  by  law.  /  The  section  enumerates  certain  types 
of  financial  information  which  are  to  be  included  as  a  part  of  the 
budget  program.  The  section  requires  the  submission  of  the  usual 
corporate  financial  statements  on  a  comparative  basis  for  the  last 
completed  fiscal  year,  with  estimates  for  the  current  fiscal  year  and 
the  ensuing  fiscal  year.  Such  statements  are  to  include  estimates  of 
operations  by  major  types  of  activities  together  with  estimates  of 
administrative  expenses,  estimates  of  borrowings,  and  estimates  of 
the  amount  of  Government  capital  funds  to  be  returned  to  the 
Treasury  during  the  fiscal  year,  or  the  appropriations  required  to 
provide  for  the  restoration  of  capital  impairments. 

Section  103  authorizes  the  President  to  modify,  amend,  or  revise 
the  corporations’  budget  programs  submitted  to  him,  and  directs  him 
to  transmit  the  revised  budget  programs  to  the  Congress  as  a  part  of 
tliQ  annual  Budget  required  by  the  Budget  and  Accounting  Act,  1921. 
It  also  authorizes  amendments  to  the  annual  budget  programs  to  be 
submitted  from  time  to  time.  This  section  fixes  the  fiscal  year  com¬ 
mencing  July  1,  1946,  as  the  first  for  which  budget  programs  are  to 
be  submitted. 
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Section  104  provides  for  the  consideration  by  the  Congress  of  the- 
budget  programs  and  the  enactment  of  legislation,  if  necessary,  mak- 
ing  available  such  funds  or  other  financial  resources  as  the  Congress 
may  determine.  Under  this  procedure,  it  is  contemplated  that  the 
budget  programs  as  transmitted  by  the  President  to  the  Congress 
would  include,  as  in  the  case  of  estimates  of  appropriations,  language 
suitable  for  enactment  as  the  authorizing  legislation.  Such  programs 
would  be  referred  to  the  House  Committee  on  Appropriations  and, 
after  hearings,  be  reported  to  the  House,  in  the  form  of  (1)  simple 
authorizing  legislation,  showing  that  the.  Congress  had  considered 
and  approved  the  bugdet  program  but  not  setting  a  limitation  on 
the  corporate  financial  activities  other  than  that  provided  by  sub¬ 
stantive  law,  or  (2)  legislation  incorporating  such  specific  limitations 
as  necessary  to  enforce  the  will  of  Congress  in  the  carrying  out  of 
the  corporate  financial  activities  or  to  conform  such  activities  to  the 
general  financial  program  of  the  Government. 

/To  the  extent  that  corporations,  including  the  Tennessee  Valley 
Authority,  receive  funds  in  the  form  of  annual  appropriations,  specific 
appropriating  language  would  be  necessary.  Likewise,  specific 
authorization  would  be  necessary  for  administrative  expenses  where 
such  authorization  is  otherwise  required  by  law  or  where,  the  Congress 
desired  to  set  a  limitation  in  this  respect.  However,  in  cases  where 
no  other  law  required  a  congressional  authorization  of  expenditures, 
the  corporation,  if  it  had  means  of  financing  other  than  annual 
appropriations,  could  continue  to  operate  in  the  absence  of  any  action 
by  Congress  on  its  budget  program.  To  insure  that  such  legislation 
would  not  be  used  as  a  means  of  destroying  any  Government  cor¬ 
poration  or  preventing  it  from,  carrying  out  and  financing  its  author¬ 
ized  activities,  this  section  includes  a  specific  provision  that  it  shall 
not  be  construed  as  preventing  wholly  owned  Government  corpora¬ 
tions  from  carrying  out  and  financing  their  activities  as  authorized 
by  existing  law.  / 

The  section  also  provides  specifically  that  no  provision  thereof  shall 
be  construed  as  affecting  in  any  way  the  provisions  of  section  26  of 
the  Tennessee  Valley  Authority  Act,  as  amended.  This  language 
preserves  intact  the  right  of  the  Tennessee  Valley  Authority  to  utilize 
its  receipts  in  carrying  out  certain  operations  and  business  activities 
as  authorized  under  present  law.  The  budget  program  of  the  Author¬ 
ity  would  be  prepared  and  submitted  on  that  basis  and  the  Congress 
in  passing  on  such  program  would  take  no  action  based  on  this  bill 
which  would  interfere  with  such  right  or  set  a  limitation  on  the  use 
of  such  receipts  for  those  purposes  authorized  under  said  section  26. 
The  committee  feels -that  the  present  arrangement  established  by  law 
as  to  the  use  of  the  Authority’s  receipts  is  working  satisfactorily  and 
that  if  any  occasion  should  arise  hereafter  for  changing  such  arrange¬ 
ment,  this  should  be  done  by  an  amendment  to  the  substantive  law. 

As  to  the  lending  corporations,  such  as  the  Federal  intermediate 
credit  banks  and  production-credit  corporations,  the  provisions  of  this 
section  would  not  change  the  fundamental  authority  of  the  corpo¬ 
rations  under  existing  law,  in  respect  to  their  financing,  tlxeir  adminis¬ 
trative  management  and  control,  or  their  lending  operations.  It 
would  require  an  annual  review  of  all  their  operations  by  the  President 
and  the  Congress,  with  the  right,  if  necessary  in  the  public  interest,, 
to  set  limitations  on  expenditures. 
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/  Section  104  includes  a  further  provision  to  make  it  clear  that  the 
existing  authority  of  wholly  owned  Government  corporations  to  make 
contracts  or  other  commitments  without  regard  to  fiscal  year  limita¬ 
tions  is  not  affected.  This  provision  was  included  to  meet  the  objec¬ 
tion  of  certain  corporations  that  the  enactment  of  H.  R.  2177  in  its 
original  form  would  place  them  completely  on  a  fiscal-year  basis  and 
interfere  with  their  flexibility  of  operation  and  with  the  making  of 
long-range  contracts  under  authority  of  law.  There  is  no  intent  in 
this  bill  to  deny  to  any  Government  corporation  the  right  to  enter 
into  whatever  contracts  it  is  now  authorized  to  enter  into,  and  no 
thought  that  the  Congress  will  deny  funds  for  the  execution  of  those 
authorized  contracts  in  passing  upon  the  annual  budget  program.  / 

Section  105  provides  for  an  audit  of  the  financial  transactions  of 
wholly  owned  Government  corporations  by  the  General  Accounting 
Office  in  accordance  with  the  principles  and  procedures  applicable  to 
commercial  corporate  transactions  and  under  such  rules  and  regula¬ 
tions  as  may  be  prescribed  by  the  Comptroller  General  of  the  United 
States.  The  audit  is  to  be  conducted  at  the  place  or  places  where  the  * 
accounts  of  the  corporations  are  normally  kept.  The  representatives' 
of  the  General  Accounting  Office  are  to  have  access  to  all  books,  ac¬ 
counts,  financial  records,  reports,  files,  and  all  other  papers,  things,  or 
property  belonging  to  or  in  use  by  the  corporations  and  necessary  to 
facilitate  the  audit,  and  are  to  be  afforded  full  facilities  for  verifying 
transactions  with  balances  or  securities  held  by  depositaries,  fiscal 
agents,  and  custodians.  The  audit  is  to  begin  with  the  first  fiscal 
year  commencing  after  the  enactment  of  the  bill. 

This  section  also  includes  a  provision  authorizing  the  Comptroller 
General’s  rules  and  regulations  to  provide  for  retention  at  the  offices 
of  the  corporations  of  accounts  of  accountable  officers  covering  trans¬ 
actions  required  by  existing  law  to  be  settled  and  adjusted  in  the 
General  Accounting  Office  and  for  settlement  and  adjustment  of  such 
accounts  upon  the  basis  of  examinations  in  the  course  of  the  audit  of 
the  financial  transactions.  This  provision  will  permit  the  Comp¬ 
troller  General  to  coordinate  his  audit  of  the  financial  transactions  of 
the  corporations  under  this  bill  with  the  audit  which  he  is  required  to 
make  in  certain  cases  under  other  provisions  of  law  for  the  purpose  of 
settling  the  accounts  of  officers  handling  corporate  funds,  but  will  not 
eliminate  such  settlements.  To  guard  against  any  possible  construe-/ 
tion  of  such  provision  as  affecting  the  rights  reserved  to  the  Tennesseev 
Valley  Authority  by  the  act  of  November  21,  1941  (55  Stat.  775),  with 
respect  to  the  making  of  contracts  and  expenditures,  including 
expenditures  determined  by  its  Board  of  Directors  to  have  been 
necessary  to  carry  out  the  provisions  of  the  Tennessee  Valley  Authority 
Act,  the  settlement  of  claims  and  litigation,  and  the  prescribing  of 
administrative  accounts  and  business  documents,  the  section  includes 
a  definite  provision  negativing  such  construction. 

Section  106  requires  the  Comptroller  General  to  make  a  leport  of 
the  audit  for  each  fiscal  jTear  to  the  Congress  not  later  than  the  follow¬ 
ing  January  15.  This  section  requires  the  report  to  set  forth  the  scope 
of  the  audit  and  specifies  financial  statements  to  be  included  therein. 
It  also  calls  for  the  Comptroller  General  to  include  in  his  report  such 
comments  and  information  as  may  be  deemed  necessary  to  keep  Con¬ 
gress  informed  of  the  operations  and  financial  condition  of  the  corpora¬ 
tion,  together  with  such  recommendations  as  the  Comptroller  General 
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may  deem  advisable,  including  a  report  of  any  impairment  of  capital 
noted  in  the  audit  and  recommendations  for  the  return  of  such  Gov¬ 
ernment  capital  or  the  payment  of  such  dividends  as  in  his  judgment 
should  be  accomplished.  The  report  is  also  required  to  show  specif¬ 
ically  any  program,  expenditure,  or  other  financial  transaction  or 
undertaking  observed  in  the  course  of  the  audit  which,  in  the  opinion 
of  the  Comptroller  General,  has  been  carried  on  or  made  without 
authority  of  law.  A  copy  of  each  such  report  is  to  be  furnished  to  the 
President,  to  the  Secietary  of  the  Treasury,  and  to  the  corporation 
concerned  at  the  time  submitted  to  the  Congress. 

Section  107  permits  the  Director  of  the  Bureau  of  the  Budget,  with 
the  approval  of  the  President,  to  make  recommendations  as  to  those 
activities  carried  on  by  a  wholly  owned  corporation  which  could  be 
handled  in  the  same  manner,  insofar  as  concerns  fiscal  matters,  as 
those  of  a  regular  agency  or  establishment  of  the  Government.  In 
the  event  that  Congress  concurred  in  such  recommendations  and 
legislation  was  enacted,  such  activities  would  thereafter  be  carried  on 
in  accordance  with  the  requirements  of  the  Budget  and  Accounting 
Act,  1921,  and  other  provisions  of  law  relating  to  fiscal  matters.  The 
existence  of  the  corporate  entity  would  not  be  affected  by  this  section. 

TITLE  II — MIXED-OWNERSHIP  GOVERNMENT  CORPORATIONS 

Section  201  defines  mixed-ownership  corporations  to  include  (1)  the 
Central  Bank  for  Cooperatives  and  the  regional  banks  for  cooper¬ 
atives,  (2)  Federal  land  banks,  (3)  Federal  home-loan  banks,  and  (4) 
Federal  Deposit  Insurance  Corporation. 

Section  202  requires  the  financial  transactions  of  mixed-ownership 
Government  corporations  for  any  period  during  which  Government 
capital  has  been  invested  therein  to  be  audited  by  the  General  Account¬ 
ing  Office  in  the  same  manner  as  applicable  to  wholly  owned  Govern¬ 
ment  corporations  under  the  provisions  of  section  105. 

Section  203  requires  the  Comptroller  General  to  make  to  the  Con¬ 
gress  a  report  of  each  such  audit  for  each  fiscal  year,  of  the  same  fype, 
at  the  same  time,  and  in  the  same  manner  as  the  reports  required  to 
be  made  by  him  pursuant  to  section  106. 

Section  204  directs  the  President  to  include  in  the  annual  Budget 
my  recommendations  he  may  have  as  to  the  return  of  Government 
capital  to  the  Treasury  by  mixed-ownership  corporations. 

TITLE  III - GENERAL  PROVISIONS 

Section  301  restates  and  applies  to  the  audit  to  be  conducted  under 
sections  105  and  202  of  this  bill  certain  provisions  of  the  First  Defic¬ 
iency  Appropriation  Act,  1945,  approved  April  25,  1945,  authorizing 
appropriations  to  the  General  Accounting  Office  for  the  expense  of 
audits;  requiring  reimbursement  by  the  corporations  to  the  General 
Accounting  Office  for  the  cost  of  such  audits  and  deposit  of  the  sums 
reimbursed  into  the  Treasury  as  miscellaneous  receipts;  authorizing 
the  employment  of  not  more  than  10  persons  without  regard  to  the 
Classification  Act  of  1923,  as  amended,  and  of  professional  services  of 
firms  and  organizations  for  temporary  periods  or  special  purposes 
without  regard  to  section  3709  of  the  Revised  Statutes;  and  pro¬ 
hibiting  the  use  of  funds  of  any  Government  corporation  to  pay  the 
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■cost  of  any  private  audit  of  tlie  financial  records  of  the  offices  of  such 
•corporation,  except  the  cost  of  such  audits  contracted  for  and  under¬ 
taken  prior  to  the  date  of  said  First  Deficiency  Appropriation  Act, 
1945. 

This  section  also  requires  the  Comptroller  General  in  making  the 
audits  provided  in  sections  105  and  202  to  utilize  to  the  fullest  extent 
deemed  by  him  to  be  practicable  reports  of  examinations  of  Govern¬ 
ment  corporations  made  by  a  supervising  administrative  agency 
pursuant  to  law.  It  further  provides  that  the  audit  in  sections  105 
and  202  shall  be  in  lieu  of  any  audit  of  the  financial  transactions  of 
any  Government  corporation  required  to  be  made  by  the  General 
Accounting  Office  for  the  purpose  of  a  report  to  the  Congress  or  to  the 
President  under  any  existing  law. 

Under  this  last  provision  such  audit  would  supersede,  as  of  the  first 
fiscal  year  commencing  after  the  enactment  of  this  bill,  the  audit  of 
all  Government  corporations  uoav  required  to  be  made  by  the  General 
Accounting  Office  under  section  5  of  Public  Law  4,  approved  February 
24,  1945.  Such  provision  would  also  remove  any  doubt  that  the| 
provisions  of  prior  laws  requiring  an  audit  of  the  financial  transactions 
of  the  Commodity  Credit  Corporation  (sec.  7  of  the  act  of  January  31, 
1935,  as  amended  by  Public  Law  240,  approved  February  28,  1944), 
the  Federal  Crop  Insurance  Corporation  (sec.  513  of  the  act  of  Feb¬ 
ruary  16,  1938,  52  Stat.  76,  7  U.  S.  C.  1513),  and  the  Tennessee  Valley 
Authority  (sec.  9  (b)  of  the  act  of  May  18,  1933,  as  amended,  16 
XT.  S.  C.  831h)  for  the  purpose  of  a  report  to  the  Congress  or  the 
President,  are  superseded.  Hence,  in  the  case  of  the  two  last-named 
•corporations,  the  requirement  that  the  audit  report  shall  not  be  made 
until  the  Corporation  has  had  an  opportunity  to  examine  the  exceptions 
•and  criticisms  of  the  General  Accounting  Office  will  not  apply. 

However,  other  provisions  of  such  prior  laws  reserving  certain 
rights  to  the  corporations  named  would  not  be  repealed.  Likewise, 
there  would  not  be  repealed  provisions  of  section  1  of  the  act  of  March 
•8,  1938  (52  Stat.  107),  as  amended  by  Public  Law  30,  approved  April 
12,  1*945,  requiring  an  annual  appraisal  of  the  assets  and  liabilities  of 
the  Commodity  Credit  Corporation  by  the  Secretary  of  the  Treasury, 
or  that  part  of  section  9  (b)  of  the  Tennessee  Valley  Authority  Act 
•as  amended  by  the  act  of  November  21,  1941  (55  Stat.  775),  requiring 
the  submission  of  accounts  of  accountable  officers  of  the  Tennessee! 
Valley  Authority  to  the  General  Accounting  Office  for  audit  and  settle¬ 
ment  under  the  Budget  anti  Accounting  Act,  1921. 

Section  302  provides  for  the  keeping  of  banking  and  checking 
accounts  of  all  wholly  owned  or  mixed-ownership  Government  corpo¬ 
rations  with  the  Treasurer  of  the  United  States,  Federal  Reserve  banks, 
or  depositaries  designated  by  the  Secretary  of  the  Treasury  subject  to 
the  proviso  that  the  Secretary  of  the  Treasury  is  authorized  to  waive 
the  requirements  of  this  section  under  such  conditions  as  he  may  deter¬ 
mine.  The  Federal  intermediate  credit  banks,  production-credit 
■corporations,  the  Central  Bank  for  Cooperatives,  the  regional  banks 
for  cooperatives,  and  the  Federal  land  banks  are  exempted  from  the 
provisions  of  this  section,  except  that  these  corporations  are  required 
to  report  annually  the  names  of  their  depositaries  to  the  Secretary  of 
the  Treasury,  and  that  the  Secretary  of  the  Treasury  may  make  a 
report  in  writing  to  the  Corporation,  to  the  President,  and  to  the  Con¬ 
gress  which  he  deems  advisable  upon  receipt  of  any  such '  annual 
report. 
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Section  303  provides  that  obligations  of  wholly  owned  or  mixed- 
ownership  Government  corporations  which  are  offered  to  the  public 
shall  be  approved  as  to  the  form,  denominations,  maturities,  interest 
rates,  and  other  terms  and  conditions  by  the  Secretary  of  the  Treasury. 
Tins  section  prohibits  the  sale  or  purchase  of  any  direct  or  guaranteed 
obligations  of  the  United  States  by  wholly  owned  or  mixed-ownership 
Government  corporations  for  their  own  account  and  in  their  own 
right  and  interest  in  excess  of  $100,000  except  by  approval  or  waiver 
by  the  Secretary  of  the  Treasury.  The  Federal  intermediate  credit 
banks,  production-credit  corporations,  the  Central  Bank  for  Coopera¬ 
tives,  the  regional  banks  for  cooperatives,  and  the  Federal  land  banks 
are  exempted  from  the  provisions  of  this  section,  except  that  these 
corporations  are  required  to  consult  with  the  Secretary  of  the  Treasury 
prior  to  taldng  any  action  covered  by  the  provisions  of  this  section. 
In  the  event  of  disagreement  resulting  from  such  consultations,  the 
Secretary  of  the  Treasury  may  make  a  report  in  writing  to  the  cor¬ 
poration,  to  the  President,  and  to  the  Congress  stating  the  grounds 
for  his  disagreement.  Tliis  section  also  provides  that  any  mixed- 
ownership  Government  corporation  from  which  Government  capital 
has  been  entirely  withdrawn  shall  not  be  subject  to  the  provisions 
of  section  302  or  of  this  section  during  the  period  such  corporation 
remains  without  Government  capital. 

The  Secretary  of  the  Treasury  is  authorized  to  exercise  any  of  the 
functions  vested  in  him  by  tins  section  through  officers  or  employees 
of  any  Federal  agency  designated  by  him,  with  the  concurrence  of 
the  head  of  the  agency  concerned. 

Subsection  (a)  of  section  304  prohibits  any  corporation  from  being 
■created,  organized,  or  acquired  hereafter  by  the  Federal  Government 
for  the  purpose  of  acting  as  an  agency  or  instrumentality  of  the 
United  States,  except  by  an  act  of  Congress  or  pursuant  to  an  act  of 
Congress  specifically  authorizing  such  action. 

Subsection  (b)  of  section  304  requires  all  wholly  owned  Govern¬ 
ment  corporations  created  by  or  under  the  laws  of  any  State,  Terri¬ 
tory,  or  possession  of  the  United  States,  or  any  political  subdivision 
thereof,  or  under  the  laws  of  the  District  of  Columbia,  to  cease  operat¬ 
ing  as  agencies  or  instrumentalities  of  the  United  States  by  June  30, 
1948,  and  prohibits  the  investment  in  or  employment  by  any  such 
corporation  after  that  date,  except  for  purposes  of  liquidation,  of 
Federal  funds.  This  subsection  directs  the  proper  corporate  author¬ 
ity  of  every  such  corporation  to  institute  dissolution  or  liquidation 
proceedings  on  or  before  June  30,  1948,  but  makes  provision  for  rein¬ 
corporation  of  any  such  corporation  prior  thereto  by  act  of  Congress, 
setting  out  its  purposes,  term  of  existence,  powers,  privileges,  and 
duties,  including  the  power  to  take  over  the  assets  and  assume  the 
liabilities  of  its  respective  predecessor  corporation. 
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79th  CONGRESS 
1st  Session 


Calendar  No,  698 

H.  R.  3660 

[Report  No.  694] 


IN  THE  SENATE  0E  THE  UNITED  STATES 

September  14  (legislative  day,  September  10),  1945 
Head  twice  and  referred  to  the  Committee  on  Banking  and  Currency 

November  2  (legislative  day,  October  29),  1945 

Reported  by  Mr.  Fulbright  (for  himself  and  Mr.  Butler),  without  ' 

amendment 


AN  ACT 

To  provide  for  financial  control  of  Government  corporations. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  “Government  Corporation 

4  Control  Act”. 

5  DECLARATION  OF  POLICY 

6  Sec.  2.  It  is  hereby  declared  to  be  the  policy  of  the 

7  Congress  to  bring  Government  corporations  and  their  trans- 

8  actions  and  operations  under  annual  scrutiny  by  the  Congress 

9  and  provide  current  financial  control  thereof. 
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TITLE  I— WHOLLY  OWNED  GOVERNMENT 
CORPORATIONS 

Sec.  101.  As  used  in  this  Act  the  term  “wholly  owned 
Government  corporation”  means  the  Commodity  Credit  Cor¬ 
poration;  Federal  Intermediate  Credit  Banks;  Production 
Credit  Corporations;  Regional  Agricultural  Credit  Corpora¬ 
tions;  Farmers  Home  Corporation;  Federal  Crop  Insurance 
Corporation;  Federal  Farm  Mortgage  Corporation;  Federal 
Surplus  Commodities  Corporation  ;  Reconstruction  Finance 
Corporation;  Defense  Plant  Corporation;  Defense  Supplies 
Corporation;  Metals  Reserve  Company;  Rubber  Reserve 
Company;  War  Damage  Corporation;  Federal  National 
Mortgage  Association;  The  RFC  Mortgage  Company; 
Disaster  Loan  Corporation;  Inland  Waterways  Corporation; 
Warrior  River  Terminal  Company;  The  Virgin  Islands  Com¬ 
pany;  Federal  Prison  Industries,  Incorporated;  United  States 
Spruce  Production  Corporation;  Institute  of  Inter- American 
Affairs;  Institute  of  Inter-American  Transportation;  Inter- 
American  Educational  Foundation,  Incorporated;  Inter- 
American  Navigation  Corporation;  Prencinradio,  Incor¬ 
porated;  Cargoes,  Incorporated;  Export-Import  Bank  of 
Washington;  Petroleum  Reserves  Corporation;  Rubber  De¬ 
velopment  Corporation;  U.  S.  Commercial  Company; 
Smaller  War  Plants  Corporation;  Federal  Public  Hous¬ 
ing  Authority  (or  United  States  Housing  Authority)  and 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


3 


including  public  housing  projects  financed  from  appropri¬ 
ated  funds  and  operations  thereof;  Defense  Homes  Corpo¬ 
ration;  Federal  Savings  and  Loan  Insurance  Corporation; 
Home  Owners’  Loan  Corporation;  United  States  Housing 
Corporation;  Panama  Railroad  Company;  Tennessee  Valley 
Authority;  and  Tennessee  Valley  Associated  Cooperatives, 
Incorporated. 

Sec.  102.  Each  wholly  owned  Government  corporation 
shall  cause  to  be  prepared  annually  a  budget  program,  which 
shall  be  submitted  to  the  President  through  the  Bureau  of 
the  Budget  on  or  before  September  15  of  each  year.  The 
Bureau  of  the  Budget,  under  such  rules  and  regulations  as 
the  President  ftiay  establish,  is  authorized  and  directed  to 
prescribe  the  form  and  content  of,  and  the  manner  in  which 
such  budget  program  shall  be  prepared  and  presented.  The 
budget  program  shall  be  a  business-type  budget,  or  plan  of 
operations,  with  due  allowance  given  to  the  need  for  flexi¬ 
bility,  including  provision  for  emergencies  and  contingencies, 
in  order  that  the  corporation  may  properly  carry  out  its 
activities  as  authorized  by  law.  The  budget  program  shall 
contain  estimates  of  the  financial  condition  and  operations 
of  the  corporation  for  the  current  and  ensuing  fiscal  years 
and  the  actual  condition  and  results  of  operation  for  the  last 
completed  fiscal  year.  Such  budget  program  shall  include  a 
statement  of  financial  condition,  a  statement  of  income  and 
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expense,  an  analysis  of  surplus  or  deficit,  a  statement  of 
sources  and  application  of  funds,  and  such  other  supple¬ 
mentary  statements  and  information  as  are  necessary  or  de¬ 
sirable  to  make  known  the  financial  condition  and  operations 
of  the  corporation.  Such  statements  shall  include  estimates 
of  operations  by  major  types  of  activities,  together  with  esti¬ 
mates  of  administrative  expenses,  estimates  of  borrowings, 
and  estimates  of  the  amount  of  Government  capital  funds 
which  shall  be  returned  to  the  Treasury  during  the  fiscal  year 
or  the  appropriations  required  to  provide  for  the  restoration 
of  capital  impairments. 

Sec.  103.  The  budget  programs  of  the  corporations  as 
modified,  amended,  or  revised  by  the  President  shall  be 
transmitted  to  the  Congress  as  a  part  of  the  annual  Budget 
required  by  the  Budget  and  Accounting  Act,  1921.  Amend¬ 
ments  to  the  annual  budget  programs  may  be  submitted  from 
time  to  time. 

Budget  programs  shall  be  submitted  for  all  wholly  owned 
Government  corporations  covering  operations  for  the  fiscal 
year  commencing  July  1,  1946,  and  each  fiscal  year  there¬ 
after. 

Sec.  104.  The  budget  programs  transmitted  by  the 
President  to  the  Congress  shall  be  considered  and,  if  nec¬ 
essary,  legislation  shall  be  enacted  making  available  such 
funds  or  other  financial  resources  as  the  Congress  may  de- 
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1  termine.  The  provisions  of  this  section  shall  not  be  con- 

2  strued  as  preventing  wholly  owned  Government  corpora- 

3  tions  from  carrying  out  and  financing  their  activities  as 

4  authorized  by  existing  law,  nor  shall  any  provisions  of  this 

5  section  be  construed  as  affecting  in  any  way  the  provisions 

6  of  section  26  of  the  Tennessee  Valley  Authority  Act,  as 

7  amended.  The  provisions  of  this  section  shall  not  be  con- 

8  strued  as  affecting  the  existing  authority  of  any  wholly 

9  owned  Government  corporation  to  make  contracts  or  other 

10  commitments  without  reference  to  fiscal-year  limitations. 

V 

11  Sec.  105.  The  financial  transactions  of  wholly  owned 

12  Government  corporations  shall  be  audited  by  the  General 
18  Accounting  Office  in  accordance  with  the  principles  and 

14  procedures  applicable  to  commercial  corporate  transactions 

15  and  under  such  rules  and  regulations  as  may  be  prescribed 

16  by  the  Comptroller  General  of  the  United  States:  Provided , 

17  That  such  rules  and  regulations  may  provide  for  the  reten- 

18  tion  at  the  offices  of  such  corporations,  in  whole  or  in  part, 

19  of  any  accounts  of  accountable  officers,  covering  corporate 

20  financial  transactions,  which  are  required  by  existing  law 

21  to  be  settled  and  adjusted  in  the  General  Accounting  Office, 

22  and  for  the  settlement  and  adjustment  of  such  accounts  in 

23  whole  or  in  part  upon  the  basis  of  examinations  in  the 

24  course  of  the  audit  herein  provided,  but  nothing  in  this 

25  proviso  shall  be  construed  as  affecting  the  powers  reserved 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


6 


to  the  Tennessee  Valley  Authority  in  the  Act  of  Novem¬ 
ber  21,  1941  (55  Stat.  775) .  The  audit  shall  be  con¬ 
ducted  at  the  place  or  places  where  the  accounts  of  the 
respective  corporations  are  normally  kept.  The  representa¬ 
tives  of  the  General  Accounting  Office  shall  have  access  to 
all  hooks,  accounts,  financial  records,  reports,  files,  and  all 
other  papers,  things,  or  property  belonging  to  or  in  use  by 
the  respective  corporations  and  necessary  to  facilitate  the 
audit,  and  they  shall  be  afforded  full  facilities  for  verifying 
transactions  with  the  balances  or  securities  held  by  deposi¬ 
taries,  fiscal  agents,  and  custodians.  The  audit  shall  begin 
with  the  first  fiscal  year  commencing  after  the  enactment  of 
this  Act. 

Sec.  106.  A  report  of  each  such  audit  for  each  fiscal 
year  ending  on  June  30  shall  be  made  by  the  Comptroller 
General  to  the  Congress  not  later  than  January  15  following 
the  close  of  the  fiscal  year  for  which  such  audit  is  made. 
The  report  shall  set  forth  the  scope  of  the  audit  and  shall 
include  a  statement  (showing  intercorporate  relations)  of 
assets  and  liabilities,  capital  and  surplus  or  deficit;  a  state¬ 
ment  of  surplus  or  deficit  analysis;  a  statement  of  income 
and  expense;  a  statement  of  sources  and  application  of 
funds ;  and  such  comments  and  information  as  may  be 
deemed  necessary  to  keep  Congress  informed  of  the  opera¬ 
tions  and  financial  condition  of  the  several  corporations, 
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together  with  such  recommendations  with  respect  thereto  as 
the  Comptroller  General  may  deem  advisable,  including  a 
report  of  any  impairment  of  capital  noted  in  the  audit  and 
recommendations  for  the  return  of  such  Government  capital 
or  the  payment  of  such  dividends  as,  in  his  judgment,  should 
be  accomplished.  The  report  shall  also  show  specifically 
any  program,  expenditure,  or  other  financial  transaction  or 
undertaking  observed  in  the  course  of  the  audit,  which,  in 
the  opinion  of  the  Comptroller  General,  has  been  carried 
on  or  made  without  authority  of  law.  A  copy  of  each  re¬ 
port  shall  he  furnished  to  the  President,  to  the  Secretary  of 
the  Treasury,  and  to  the  corporation  concerned  at  the  time 
submitted  to  the  Congress. 

Sec.  107.  Whenever  it  is  deemed  by  the  Director  of 
the  Bureau  of  the  Budget,  with  the  approval  of  the  Presi¬ 
dent,  to  be  practicable  and  in  the  public  interest  that  any 
wholly  owned  Government  corporation  be  treated  with  re¬ 
spect  to  its  appropriations,  expenditures,  receipts,  accounting, 
and  other  fiscal  matters  as  if  it  were  a  Government  agency 
other  than  a  corporation,  the  Director  shall  include  in  con¬ 
nection  with  the  budget  program  of  such  corporation  in 
the  Budget  a  recommendation  to  that  effect.  If  the  Congress 
approves  such  recommendation  in  connection  with  the  bud¬ 
get  program  for  any  fiscal  year,  such  corporation,  with  respect 
to  subsequent  fiscal  years,  shall  he  regarded  as  an  establish- 
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1  ment  other  than  a  corporation  for  the  purposes  of  the  Budget 

2  and  Accounting  Act,  1921,  and  other  provisions  of  law 

3  relating  to  appropriations,  expenditures,  receipts,  accounts, 

4  and  other  fiscal  matters,  and  shall  not  he  subject  to  the  pro- 

5  visions  of  this  Act  other  than  this  section.  The  corporate 

6  entity  shall  not  be  affected  by  this  section. 

7  TITLE  II— MIXED-OWNERSHIP  GOVERNMENT 

8  •  CORPORATIONS 

9  Sec.  201.  As  used  in  this  Act  the  term  “mixed-owner- 
19  ship  Government  corporations”  means  ( 1 )  the  Central 

11  Bank  for  Cooperatives  and  the  Regional  Banks  for  Coopera- 

12  tives,  (2)  Federal  Land  Banks,  (3)  Federal  Home  Loan 

13  Banks,  and  (4)  Federal  Deposit  Insurance  Corporation. 

14  Sec.  202.  The  financial  transactions  of  mixed-owner- 

15  ship  Government  corporations  for  any  period  during 

16  which  Government  capital  has  been  invested  therein  shall 
II  be  audited  by  the  General  Accounting  Office  in  accordance 

18  with  the  principles  and  procedures  applicable  to  commercial 

19  corporate  transactions  and  under  such  rules  and  regulations 

20  as  may  be  prescribed  by  the  Comptroller  General  of  the 

21  United  States.  The  audit  shall  be  conducted  at  the  place 

22  or  places  where  the  accounts  of  the  respective  corporations 

23  are  normally  kept.  The  representatives  of  the  General 
21  Accounting  Office  shall  have  access  to  all  books,  accounts, 
2b  financial  records,  reports,  files,  and  all  other  papers,  things, 
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1  or  property  belonging  to  or  in  use  by  the  respective  cor- 

2  porations  and  necessary  to  facilitate  the  audit,  and  they 

3  shall  be  afforded  full  facilities  for  verifying  transactions  with 

4  the  balances  or  securities  held  by  depositaries,  fiscal  agents, 

5  and  custodians.  The  audit  shall  begin  with  the  first  fiscal 

6  year  commencing  after  the  enactment  of  this  Act. 

7  Sec.  203.  A  report  of  each  such  audit  for  each  fiscal 

8  year  ending  on  June  30  shall  be  made  by  the  Comptroller 

9  General  to  the  Congress  not  later  than  January  15,  following 

10  the  close  of  the  fiscal  year  for  which  such  audit  is  made. 

11  The  report  shall  set  forth  the  scope  of  the  audit  and  shall 

12  include  a  statement  (showing  intercorporate  relations)  of 
18  assets  and  liabilities,  capital  and  surplus  or  deficit;  a  state- 

14  ment  of  surplus  or  deficit  analysis;  a  statement  of  income 

15  and  expense;  a  statement  of  sources  and  application  of 

16  funds;  and  such  comments  and  information  as  may  be 

17  deemed  necessary  to  keep  Congress  informed  of  the  oper- 

18  ations  and  financial  condition  of,  and  the  use  of  Government 

19  capital  by,  each  such  corporation,  together  with  such  recom- 

20  mendations  with  respect  thereto  as  the  Comptroller  General 

21  may  deem  advisable,  including  a  report  of  any  impairment 

22  of  capital  or  lack  of  sufficient  capital  noted  in  the  audit  and 

23  recommendations  for  the  return  of  such  Government  capital 

24  or  the  payment  of  such  dividends  as,  in  his  judgment,  should 

25  be  accomplished.  The  report  shall  also  show  specifically 
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any  program,  expenditure,  or  other  financial  transaction 
or  undertaking  observed  in  the  course  of  the  audit,  which, 
in  the  opinion  of  the  Comptroller  General,  has  been  carried 
on  or  made  without  authority  of  law.  A  copy  of  each  report 
shall  be  furnished  to  the  President,  to  the  Secretary  of  the 
Treasury,  and  to  the  corporation  concerned  at  the  time 
submitted  to  the  Congress. 

Sec.  204.  The  President  shall  include  in  the  annual  Budget 
any  recommendations  he  may  wish  to  make  as  to  the  return 
of  Government  capital  to  the  Treasury  by  any  mixed-owner¬ 
ship  corporation. 

TITLE  III— GENERAL  PROVISIONS 

Sec.  301.  (a)  The  expenses  of  auditing  the  financial 
transactions  of  wholly  owned  and  mixed-ownership  Gov¬ 
ernment  corporations  as  provided  in  sections  105  and  202  of 
this  Act  shall  be  borne  out  of  appropriations  to  the  General 
Accounting  Office,  and  appropriations  in  such  sums  as  may 
be  necessary  are  hereby  authorized:  Provided,  That  each 
such  corporation  shall  reimburse  the  General  Accounting 
Office  for  the  full  cost  of  any  such  audit  as  billed  therefor 
by  the  Comptroller  General,  and  the  General  Accounting 
Office  shall  deposit  the  sums  so  reimbursed  into  the  Treasury 
as  miscellaneous  receipts :  Provided  further,  That  in  making 
the  audits  provided  in  said  sections  the  Comptroller  General 
shall,  to  the  fullest  extent  deemed  by  him  to  be  practicable, 
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utilize  reports  of  examinations  of  Government  corporations 
made  by  a  supervising  administrative  agency  pursuant  to 

law. 

(b)  For  the  purpose  of  conducting  such  audit  the 
Comptroller  General  is  authorized  in  bis  discretion  to  employ 
not  more  than  ten  persons  without  regard  to  the  Classifica¬ 
tion  Act  of  1923,  as  amended,  only  one  of  whom  may  be 
compensated  at  a  rate  of  as  much  as  but  not  more  than 
$10,000  per  annum,  and  to  employ  by  contract,  without 
regard  to  section  3709  of  the  Revised  Statutes,  professional 
services  of  firms  and  organizations  for  temporary  periods 
or  for  special  purposes. 

(c)  The  audit  provided  in  sections  105  and  202  of  this 
Act  shall  be  in  lieu  of  any  audit  of  the  financial  transactions 
of  any  Government  corporation  required  to  be  made  by  the 
General  Accounting  Office  for  the  purpose  of  a  report  to  the 
Congress  or  to  the  President  under  any  existing  law. 

(A)  Unless  otherwise  expressly  provided  by  law,  no 
funds  of  any  Government  corporation  shall  be  used  to  pay 
the  cost  of  any  private  audit  of  the  financial  records  of  the 
offices  of  such  corporation,  except  the  cost  of  such  audits 
contracted  for  and  undertaken  prior  to  April  25,  1945. 

Sec.  302.  The  banking  or  checking-  accounts  of  all 
wholly  owned  and  mixed-ownership  Government  corpora¬ 
tions  shall  be  kept  with  the  Treasurer  of  the  United  States, 
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1  or,  with  the  approval  of  the  Secretary  of  the  Treasury,  with 

2  a  Federal  Reserve  bank,  or  with  a  hank  designated  as  a 

3  depositary  or  fiscal  agent  of  the  United  States:  Provided, 

4  That  the  Secretary  of  the  Treasury  may  waive  the  require- 

5  ments  of  this  section  under  such  conditions  as  he  may  deter- 

6  mine :  And  provided  further,  That  this  section  will  not  apply 

7  to  the  establishment  and  maintenance  in  any  bank  for  a 

8  temporary  period  of  hanking  and  checking  accounts  not  in 

9  excess  of  $50,000  in  any  one  hank.  The  provisions  of  this 

10  section  shall  not  be  applicable  to  Federal  Intermediate  Credit 

11  Banks,  Production  Credit  Corporations,  the  Central  Bank 

12  for  Cooperatives,  the  Regional  Banks  for  Cooperatives,  or 

13  the  Federal  Land  Banks,  except  that  each  such  corporation 

14  shall  be  required  to  report  annually  to  the  Secretary  of  the 

15  Treasury  the  names  of  the  depositaries  in  which  such  cor- 

16  poration  keeps  a  hanking  or  checking  account,  and  the  Sec- 

17  retary  of  the  Treasury  may  make  a  report  in  writing  to  the 

18  corporation,  to  the  President,  and  to  the  Congress  which 

19  he  deems  advisable  upon  receipt  of  any  such  annual  report. 

20  Sec.  303.  (a)  All  bonds,  notes,  debentures,  and  other 

21  similar  obligations  which  are  hereafter  issued  by  any  wholly 

22  owned  or  mixed-ownership  Government  corporation  and 

23  offered  to  the  public  shall  be  in  such  forms  and  denomina- 

24  tions,  shall  have  such  maturities,  shall  bear  such  rates  of 

25  interest,  shall  he  subject  to  such  terms  and  conditions,  shall 
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be  issued  in  such  manner  and  at  such  times  and  sold  at  such 
prices  as  have  been  or  as  may  be  approved  by  the  Secretary 
of  the  Treasury. 

(b)  Hereafter,  no  wholly  owned  or  mixed-ownership 
Government  corporation  shall  sell  or  purchase  any  direct  obli¬ 
gation  of  the  United  States  or  obligation  guaranteed  as  to 
principal  or  interest,  or  both,  for  its  own  account  and  in  its 
own  right  and  interest,  at  any  one  time  aggregating  in 
excess  of  $100,000,  without  the  approval  of  the  Secretary 
of  the  Treasury:  Provided,  That  the  Secretary  of  the  Treas¬ 
ury  may  waive  the  requirement  of  his  approval  with  respect 
to  any  transaction  or  classes  of  transactions  subject  to  the 
provisions  of  this  subsection  for  such  period  of  time  and 
under  such  conditions  as  he  may  determine. 

(c)  The  Secretary  of  the  Treasury  is  hereby  author¬ 
ized  to  exercise  any  of  the  functions  vested  in  him  by  this 
section  through  any  officer  or  employee  of  any  Federal 
agency  whom  he  may  designate,  with  the  concurrence  of 
the  head  of  the  agency  concerned,  for  such  purpose. 

(d)  Any  mixed-ownership  Government  corporation 
from  which  Government  capital  has  been  entirely  withdrawn 
shall  not  be  subject  to  the  provisions  of  section  302  or  of  this 
section  during  the  period  such  corporation  remains  without 
Government  capital.  The  provisions  of  subsections  (a)  and 
(b)  of  this  section  shall  not  be  applicable  to  Federal  Inter- 
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mediate  Credit  Banks,  Production  Credit  Corporations,  the 
Central  Bank  for  Cooperatives,  the  Eegional  Banks  for 
Cooperatives,  or  the  Federal  Land  Banks,  except  that  each 
such  corporation  shall  be  required  to  consult  with  the  Secre¬ 
tary  of  the  Treasury  prior  to  taking  any  action  of  the  kind 
covered  by  the  provisions  of  subsections  (a)  and  (b)  of  this 
section,  and  in  the  event  an  agreement  is  not  reached,  the 
Secretary  of  the  Treasury  may  make  a  report  in  writing 
to  the  corporation,  to  the  President,  and  to  the  Congress 
stating  the  grounds  for  his  disagreement. 

Sec.  304.  (a)  No  corporation  shall  be  created,  organ¬ 
ized,  or  acquired  hereafter  by  any  officer  or  agency  of  the 
Federal  Government  or  by  any  Government  corporation  for 
the  purpose  of  acting  as  an  agency  or  instrumentality  of  the 
United  States,  except  by  Act  of  Congress  or  pursuant  to  an 
Act  of  Congress  specifically  authorizing  such  action. 

(b)  No  wholly  owned  Government  corporation  created 
by  or  under  the  laws  of  any  State,  Territory,  or  possession 
of  the  United  States  or  any  political  subdivision  thereof,  or 
under  the  laws  of  the  District  of  Columbia,  shall  continue 
after  June  30,  1948,  as  an  agency  or  instrumentality  of  the 
United  States,  and  no  funds  of,  or  obtained  from,  the  United 
States  or  any  agency  thereof,  including  corporations,  shall 
be  invested  in  or  employed  by  any  such  corporation  after  that 
date,  except  for  purposes  of  liquidation.  The  proper  corpo- 


15 


1  rate  authority  of  every  such  corporation  shall  take  the  neces- 

2  sary  steps  to  institute  dissolution  or  liquidation  proceedings 

3  on  or  before  that  date:  Provided ,  That  prior  thereto  any 

4  such  corporation  may  be  reincorporated  by  Act  of  Congress 

5  for  such  purposes  and  term  of  existence  and  with  such  pow- 

6  ers,  privileges,  and  duties  as  authorized  by  such  Act,  includ- 

7  ing  the  power  to  take  over  the  assets  and  assume  the  liabili- 

8  ties  of  its  respective  predecessor  corporation. 

Passed  the  House  of  Representatives  September  12, 1945. 

Attest :  SOUTH  TRIMBLE, 

Clerk. 
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OFFICE- QF  BUDGET  AND  FINANCE 
Legislative  Reports  and  Service  Section 


7^th-lst,  Ho.  207 


DIGEST  OF  PROCEEDINGS  OF  CO  EGRESS  OF  INTEREST  TO  THD  DEPARTMENT  OF  aGRICULTI 
(Issued  November  26,  1345,  for  actions  of  Friday,  November  23,  1945) 

-.(For  staff  of  the  Department  only) 


CONTENT S 


Adjournment* . 23,34 

Administrative  law.. . 10 

Animal  industry . .......  2, 15 

Aopropriat  ions  Jy»24,  32, 43,47 

Bankruptcy . . 8,45 

Budgeting . •  •  -30*32 
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Drury  industry . •  .3,25 
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Exp  e  nd  i  tur  e  . . lu*^49 
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0  st-war  planning . 
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Price  control. /C ... .16, 19, 38 
Property,  surplus.* ... .18,4l 

Rat  ioning.  .  yv. . 3*25 

Reclamation. . . 36 

Regional  Authority . 4,50 

Research;. . . 15,42 

Rural  yphabilitation. .....  5 

Statistics . . . 29,45 

. . ...: . 14 

■itories. . . 12 

*ansportation« . . 33 

reterans . 17,31*41,48,51 

Vages . .l6 

War  powers . . . 28,39 

Vat er  ut il i zat io n. . . 20 , 22 , 3d 


Flood  control . 21 

Foreign  affairs . 29,47 

HIGHLIGHTS:  Senate  passed  Government-corporations  Mil.  Senate  committee  reported  bill 
transferring  Interior’s  fur-animal  activities  to/this  Department.  Senate  committee 
reuorted  rationing-termination  resolution.  Houses  conferees  appointed  on  appropriation- 
rescission  bill.  Secretary  Anderson’s  rationing-termination  announcement  inserted. 
Denar t me nt  ’  s  poultry- sub s’idi zing  plan  criticised.  .,4  ^ 

NOTE:  Ve  understand  that  tho  House  hording s..'  'on  the  1047  agricultural'  appropriation 
bill  have  tentatively  been  scheduled  t\ ^gin  Jan.  l4. 


;TE 


1. 


GOVERNMENT  CORPORATIONS.  Passed  without  amendment  H.R.3bbO,  to  provide  for  finan¬ 
cial  control  of  Government  corporations  (pp.  11093,11111).  (For  provisions  see 
Digest  135.)  This  bill  will  now  be  sent  to  the  President. 


2. 


3* 


AE  IMaL  :  INDUS  TRY .  The  a 


4. 


5. 


^iklap  uwawxm.  xue  -gricujfture  and  ^  ores  try  (Wu-ttee  reported  with  amenoneny 
S.  566,  to  provide  for  thi  transfer  of  Interiors  fur-animal  activities  to  tms 

Department  (S.Rept.  7&^^P*  11071)  • 

RATIONING-  Dairy  auD/eaT  INDUSTRY.  The  Agriculture\nd  ’Forestry  Committee  re¬ 
ported  without  sme/dment  S.  Res.  185,  to  express  the  Wise  of  the  Senate  that 
this  Department  should  order  OPa  to  cease  .  rationing  of  gutter,  oleomargarine, 
fats  and  oils,  ifna  meat  as  soon  as  practicable,  but  m  nXaase  later  ■  tnan  Dec. 

1 ,  1345  (pp.  iu071-2) . 

MISSOURI  ValIeY  AUTHORITY.  Received  a  Omaha  River  Development \nsociation  resolu¬ 
tion  opposing  S.  ^55.  the  MV  a  bill,  and  urging  appropriations  \r  the  present 
development  program  of  the  Missouri  ^iver  Basin  Ip.  IfU(f).  ; 

RUHaL/REHaBILITaTION,  The  Agriculture  and  ^orestry  Committee  reported,  with  amend- 

to  authorize  the  Secretary  ef  agriculture  tc ,  co 
‘%n  of  and  ultimately  liquidate  Federal  rural  rehabilitation  projects\(S.  Rept. 

'84)  (p.  11071)  • 

"LANDS  The  Agriculture  and  Forestry  Committee  reported  without  amendment  s  \47i, 
^to^transf  er^certain  lands  in  Limestone  County  to  'Tex.  (S.Rept.  7*5)  ^l)  \ 


-  2  - 


7. 


FORESTRY.  Passed,  without  amendment  H.R. 608,  to  exclude  certain  lands  in  Deschutes 
County <  ' Oreg.  ,  from  the  provisions  of  R.S.  2319-37*  relating  to  the  promotion./ 
of  the  development  of  the  mining  resources  of  the  U.S.  (p.  11110).  This  hill/ 
will  now  he  sent  to  the  President.  / 


8. 


MI 


/ 


BANKRUPTCY.  Judiciary.  Committee  reported  without  amendment  S.  343,  to  aiumd  the 
Bankruptcy  Act  go  as  to  remove  the  le:jal  incompatibility  between  the  office  of 


9. 


U.S. CcJ^missiouer  and  referee  in  bankruptcy  (S.Rept.  7^7)  (p»  11071);  3^5.  re-* 

lating  %o  the  method  of  payment  of  the  compensation  of  U.S.  commissioners  (3. 

•  Rept.  789) (p.  11071);  S.  346,  to  amend  the  act  of  May  28,  189b,  prescribing 
fees  of  U.V  commissioners  (S.Rept.  79C)(p.  11071);  and  H.R.  246*3,  to  amend  the 
act  of  May  28,  I896,  so  as  to.  provide  that  nothing  therein  sha£L  preclude  a  re¬ 
feree  in'  bankruptcy  or  a  national  parx  commissioner  from  -appointment  also  as  a 

.  .  U.S.  commissioner  (S.-rtej/t.  791)  (p.  11071).. 

PERSONNEL.  Passed  without  amendment  H.R.  1512,  to  amend  the-Tay  Readjustment  Act 
•so  as  to -provide  foV  the  ' computation  of  double-time  cr/clits  awarded  between 
189 8  and -1912  in  determining  retired  pay  (p.  11094). Jmis  bill  will  now  be  sent 
' to  the  President.  V  '  /■ 

1  «  .  \  .  ^  ,/ 

Passed' with  amendments.  S9o*  to  amend  the.  '-'ivj/1  Service  Retirement  Act  so 
as  to,  provide'  tnat  'annuity 


s  of  persons  who  retired  before  Jan.  24,  1942,  shall 


10. 


be.  re'eomputed  and  paid  in'  Hs^cordance  with  the  provisions  of  Sec.  4  of  the  act 
of  Jan.  24,  ' 1942  (p.  11 10 9')  A  / 

Passed  with  amendment  S.  1^0,  to  extend/reemployment  benefits  to  former 
members  of  the  JaaC 1 s  who  entered  the  waCJ#  Ip.  1110b) . 

Discussed  and  passed  over  S. 
rates  ,  (pp.  III07-0). 

Discussed  and  paysed  over  H.R. 27- 
Government  employees , (pp.  1108-9).  p 

/  \ 


to/^rovido  for  increasing  Federal-pay 


to  provide  for  Health  programs  for 


11. 


ADMINISTRATIVE  L aV/,  iit  the  requestaof  Sen\  Donnell,  Mo,,  passed  over  S.7,  to  im¬ 
prove  the  administration  of  justice  by  prescribing  fair  administrative  proce¬ 
dure  (pp.  11109- 10),  (For  provisions  see  Digest  20b.-) 

/  '  \ 

MINERALS.  Agreed  to  S.  Con.pRes.  22,  calling  U]3<Sn  the  Secretary  of  the  Interior 
for  a  report  upon  the  minerals  situation  of  the\j . S .  (p.  11109) . 

Discussed  and  at  the  Jr  e quest  of  Sen.  McCarran,  oiev. ,  passed  over  S.  l483, 
providing  for  the  suspension  of  annual  assesment  wo*$*k  on  mining  claims  held  by 
location  in  the  U.S. jr  including  -Alaska  (p,  11110 ) . 


& 


12.. 


PHILIPALNe  RAHABIID^Lti.TIuN,  At  the  request  of  Sen.  Taft,  “  lio,  passed  over  S. 
1610,  to  provide/for  rehabilitation  of  the  Philippine  I  blinds  (p.  11110). 

NOMINATION.  Confirmed  the  nomination  of  william  McChesney  waKjin,  Jr. ,  to  be  a 
member  of  tire  Board  of  directors  of  the  Export- Import  Bank  (p4^,  11112-3). 


13. 

14.  SUGaR 


Sen.  Capper,  Hans.  ,  inserted  a  Ivans.  Federation 


w omen's  Club 


resolution  protesting  the  use  of  sugar  and  grains  in  -the  manufact 

(p.,  IIO71). 


s 

e  of  liquor 


15. 


16". 


ANIMAL  DISEASES.  Sen,  Capper,  Hans.  ,  inserted  an  American  Veterinary  Me\fical 
Association  resolution  urging  legislation  to  strengthen  safeguards  agaihat 

/the  importation  of  diseases.  livestock  (p.  11071) .  \ 

f 

INFLATION;  PRICES;  WaGES.  Sen.  Taft,  .Ohio,  criticized  the  wage-price  policy,  \. 

(jz—N  T  T  Z>  *V%  V»  rV»  /\V-I  A  m  J  •  i... A"l  ill  -  _  "1  -?  _?  _  j;  n  •  »  —  A  A  ..  m  ^  J  —  .  .a  J.  U  M  _ 


jevernment  expenditures ,  OPa  price  policies,  and  living  standards  with  re sped 


to  possible  inflation  (pp.  11082—7)*  (See  also'  item 


1945 
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sary  or  desirable  in  tire  interest  of  the  nat¬ 
ional  defense  and  security,  and  the  Presi¬ 
ded  has  nctifled  the  Congress  to  that  ef¬ 
fect:  Provided  further." 


MRS.  CATHERINE  DRIGGERS  AND  HER 
MINOR  CHILDREN 


The  bill  (H.  R.  801)  for  the  relief  of 
Mrs.  Catherine  Driggers  and  her  minor 
children,  was  considered,  ordered  to ,  a 
third  reading,  read  the  third  time,  and 
passed. 

LESLIE  O.  ALLEN 


The  bill  (H.  R.  2320)  for  the  relief  of 
Leslie  O.  Allen,  was  considered,  ordered 
to  a  third  reading,  reach  the  third  time, 
and  passed. 


WILLIAM  WILSON  WURSTER 

The  bill  (S.  1443)  for  the  relief  of  Wil¬ 
liam  Wilson  Wurster  was  considered,  or¬ 
dered  to  be  engrossed  for  a  third  reading, 
read  the  third  time,  and  passed,  as  fol¬ 
lows: 


ESTATE  OF  ALEXANDER  McLEAN, 
DECEASED 


The  bill  (H.  R.  2027)  for  the  relief  of 
the  estate  of  Alexander  McLean,  de¬ 
ceased,  was  considered,  ordered  to  a  third 
reading,  read  the  third  time,  and  passed. 

JOHN  J.  GALL 


The  bill  (H.  R.  2160)  for  the  relief  of 
John  J.  Gall  was  considered,  ordered  to 
a  third  reading,  read  the  third  time,  and 
passed. 

ESTATE  OF  FRANZ  TILMAN,  DECEASED 


The  bill  (H.  R.  2166)  for  the  relief  of 
the  estate  of  Franz  Tilman,  deceased,  was 
considered,  ordered  to  a  third  reading, 
read  the  third  time,  and  passed. 

ESTATE  OF  ED  EDMONDSON 


The  bill  (H.  R.  2481)  for  the  relief  of 
the  estate  of  Ed  Edmondson  was  consid¬ 
ered,  ordered  to  a  third  reading,  read  the 
third  time,  and  passed. 

ARLETHIA  ROSSER 

The  bill  (H.  R.  2399)  for  the  relief  of 
Arlethia  Rosser  was  considered,  ordered 
to  a  third  reading,  read  the  third  time, 
and  passed. 

CAPT.  WERNER  HOLTZ 


The  bill  (H.  R.  2479)  for  the  relief  of 
Capt.  Werner  Holtz  was  considered,  or¬ 
dered  to  a  third  reading,  read  the  third 
time,  and  passed.  / 


Treasury  Department,  and  for  other  pur¬ 
poses,  was  considered,  ordered  to  a  third 
reading,  read  the  third  time'  and  passed. 
JAMES  ALVES  SAUCIER 


The  bill  (H.  R.  2042)  for  the  relief  of 
Mrs.  Evelyn  Johnson  was  considered,  or¬ 
dered  to  a  third  reading,  read  the  third 
time,  and  passec^ 

FLORENCE  ZIMMERMAN 

The  bill  (H/R.  2241)  for  the  relief  of 
Florence  Zirrynerman  was  considered,  or¬ 
dered  to  a  yiird  reading,  read  the  third 
time,  and  passed. 


ANNIE  M.  LANNON 

The  tyil  (H.  R.  1956)  for  the  relief  of 
Annie  ,M.  Lannon  was  considered,  or¬ 
dered,  to  a  third  reading,  read  the  third 
time^-and  passed 


G.  F.  ALLEN 


t 


jThe  bill  (H.  R.  3137)  for  the  relief  of 
F.  Allen,  chief  disbursing  officer. 


The  bill  (S.  831)  for  the  relief  of  James 
Alves  Saucier  was  considered,  ordered  to 
be  engrossed  for  a  third  reading?  read  the 
third  time,  and  passed,  as  follows: 

Be  it  enacted,  etc.,  That  the/Secretary  of 
the  Treasury  is  authorized,  and  directed  to 
pay,  out  of  any  money  in  the  Treasury  not  | 
otherwise  appropriated,  to  James  Alves 
Saucier,  of  Poplarville,  Mies.,  the  sum  of 
$3,000,  in  full  satisfaction  of  his  claim  against 
the  United  States  for  compensation  for  per-  , 
sonal  injuries  sustained  by  him  when  he  was 
struck  by  a  United  States  Army  truck  at  the 
Gulfport  Army  Airfield,  Mississippi,  on  Au¬ 
gust  24,  1942:  Provided,  That  no  part  of  the 
amount  appropriated  in  this  act  in  excess 
of  10  percent  thereof  shall  be  paid  or  de¬ 
livered  to  or  received  by  any  agent  or  attor¬ 
ney  on  account  o/  services  rendered  in  con¬ 
nection  with  thid  claim,  and  the  same  shall 
be  unlawful,  anycontract  to  the  contrary  not¬ 
withstanding.  /Any  person  violating  the  pro¬ 
visions  of  this  act  shall  be  deemed  guilty  of  ! 
a  misdemeanor  and  upon  conviction  thereof 
shall  be  fiped  in  any  sum  not  exceeding 
$1,000 

OSCAR  S.  REED 


The  bill  (S.  1077)  for  the  relief  of  Oscar 
S.  Reed  was  considered,  ordered  to  be  en¬ 
grossed  for  a  third  reading,  read  the  third 
time;  and  passed,  as  follows: 

Bf>  it  enacted,  etc.,  That  the  Secretary  of 
the  Treasury  is  authorized  and  directed  to 
pay,  out  of  any  money  in  the  Treasury  not; 

therwise  appropriated,  to  Oscar  S.  Reed,  of 
/Auburndale,  Mass.,  the  sum  of  $350,  in  full 
'  satisfaction  of  his  claim  against  the  United 
States  for  compensation  for  personal  injuries 
and  loss  of  earnings  sustained  by  him  as  a 
result  of  an  accident  which  occurred  when 
the  automobile  in  which  he  was  riding  was 
struck  by  a  United  States  Navy  vehicle,  at 
Portsmouth,  N.  H„  on  August  20,  1944:  Pro¬ 
vided,  That  no  part  of  the  amount  appro¬ 
priated  in  this  act  in  excess  of  10  percent 
thereof  shall  be  paid  or  delivered  to  or  re¬ 
ceived  by  any  agent  or  attorney  on  account  of 
services  rendered  in  connection  with  this 
claim,  and  the  same  shall  be  unlawful,  any 
contract  to  the  contrary  notwithstanding. 
Any  person  violating  the  provisions  of  this 
act  shall  be  deemed  guilty  of  a  misdemeanor 
and  upon  conviction  thereof  shall  be  fined  in 
any  sum  not  exceeding  $1,000. 


CHRISTIAN  H.  KREUSLER 


The  bill  (H.  R.  3302)  for  the  relief  of 
Christian  H.  Kreusler  was  considered,  or¬ 
dered  to  a  third  reading,  read  the  third 


the  House,  where  it  was  amended  to  some 
extent,  and  passed  unanimously  by  the 
House  last  September.  The  House  bill 
came  to  the  Senate,  and  a  subcommittee 
of  the  Committee  on  Banking  and  Cur¬ 
rency  and  the  full  committee  reported 
unanimously  in  favor  of  accepting  the 
House  version  of  the  bill.  It  is  the  House 
bill  which  is  on  the  calendar  today,  in- 
stead  of  the  original  Senate  bill. 

It  is  of  considerable  importance,  Mr. 
President,  that  the  Comptroller  General’s 
office  know  at  a  reasonably  early  date 
whether  they  are  to  administer  the  pro¬ 
posed  act  during  the  coming  year.  I 
should  like  to  have  the  assurance  of  the 
acting  majority  leader  that  the  bill  may 
be  considered  at  an  early  date  in  order 
to  accommodate  the  Comptroller  Gen¬ 
eral. 

Mr.  HILL.  As  the  distinguished  Sen¬ 
ator  from  Nebraska  knows,  I  am  acting 
as  leader  only  temporarily.  As  an  indi¬ 
vidual  I  may  say  that  I  shall  be  glad  to 
cooperate  and  collaborate  with  the  Sen¬ 
ator  to  the  end  that  the  bill  may  receive 
early  consideration  by  the  Senate. 

Mr.  TAFT.  Mr.  President,  I  suggest 
that  we  might  take  it  up  at  the  end  of 
the  consideration  of  the  calendar  today, 
if  there  is  to  be  no  substantial  debate. 

Mr.  HILL.  I  shall  endeavor  to  ascer¬ 
tain  the  facts  about  the  bill  and  advise 
the  Senator  from  Nebraska  later  as  we 
proceed  with  the  calendar. 


MRS.  EVELYN  JOHNSON  -  1 


FINANCIAL  CONTROL  OF  GOVERNMENT 
CORPORATIONS 


The  bill  (H.  R.  3660)  to  provide  for 
financial  control  of  Government  corpo¬ 
rations  was  announced  as  next  in  order. 

Mr.  HILL.  Over. 

The  PRESIDENT  pro  tempore.  The 
bill  will  be  passed  over. 

Mr.  BUTLER  subsequently  said:  Mr. 
President,  for  just  a  moment  I  should  like 
to  have  the  attention  of  the  acting  ma¬ 
jority  leader,  the  Senator  from  Alabama 
[Mr.  Hill],  concerning  order  No.  698, 
which  he  asked  to  have  go  over. 

It  is  clear,  as  the  Senator  indicates, 
that  this  is  a  very  important  piece  of  leg¬ 
islation.  It  has  been  before  the  Congress 
for  many  months.  It  originated  in  the 
Senate.  A  similar  bill  was  introduced  in 


LEAVE  OF  ABSENCE 


Mr.  HATCH.  Mr.  President,  earlier  in 
the  day  I  said  it  would  be  necessary  for 
me  to  be  absent  from  Washington  for 
some  time  because  of  certain  previous 
engagements.  I  now  ask  unanimous 
consent  that  I  may  be  absent  from  the 
sessions  of  the  Senate  until  the  business 
which  calls  me  away  is  completed. 

The  PRESIDENT  pro  tempore.  With¬ 
out  objection,  consent  of  the  Senate  is 
granted. 


_N" 


PAY  AND  ALLOWANCES  OF  MEMBERS  OF 
NAVY  NURSE  CORPS 


The  bill  (S.  1491)  to  adjust  the  pay 
and  allowances  of  members  of  the  Navy 
Nurse  Corps,  and  for  other  purposes,  was 
announced  as  next  in  order. 

Mr.  WALSH.  Mr.  President,  there  is 
a  House  bill  on  the  calendar  on  the  same 
subject,'  House  bill  4411,  order  of  busi¬ 
ness  702,  and  I  ask  that  that  bill  be  sub¬ 
stituted  for  the  Senate  bill  and  be  now 
considered. 

The  PRESIDENT  pro  tempore.  Is 
there  objection? 

There  being  no  objection,  the  bill 
(H.  R.  4411)  to  adjust  the  pay  and  allow¬ 
ances  of  members  of  the  Navy  Nurse 
Corps,  and  for  other  purposes,  was  con¬ 
sidered,  ordered  to  a  third  reading,  read 
the  third  time,  and  passed. 

The  PRESIDENT  pro  tempore.  With¬ 
out  objection,  Senate  bijl  1491  will  be 
indefinitely  postponed. 


EXEMPTION  OF  NAVY  OR  O 
VESSELS  FROM  CERTAIN 
MENTS 


iT  GUARD 
EQUIRE- 


The  Senate  proceeded  to  consider  the 
bill  (S.  1494)  to  exempt  Navy  or 

Coast  Guard  vessels  of  special  construc¬ 
tion  from  requirements  as  to  the  number, 
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position,  range,  or  arc  of  visibility  of 
lights  and  for  other  purposes;  which  had 
been  reported  from  the  Committee  on 
Naval  Affairs,  with  amendments,  on  page 
2,  line  15,  after  the  words  “Secretary  of 
the  Navy”,  to  insert  “or  the  Secretary  of 
the  Treasury  in  the  case  of  Coast  Guard 
vessels  operating  under  the  Treasury  De¬ 
partment”;  on  line  17,  after  the  word 
“as”,  to  strike  out  “he”  and  insert 
“either”,  and  on  page  3,  line  1,  to  add  a 
new  section,  as  follows : 

Sec.  2.  When  the  Secretary  of  the  Navy  or 
the  Secretary  of  the  Treasury,  or  such  official 
or  officials  as  either  may  designate,  shall 
make  any  finding  or  certification  as  pre¬ 
scribed  in  section  1,  notice  of  such  finding 
or  certification  and  the  character  and  po¬ 
sition  of  the  lights  to  be  displayed  on  such 
vessels  shall  be  published  in  “Notice  to 
Mariners.” 

So  as  to  make  the  bill  read : 

Be  it  enacted,  etc.,  That  any  requirement 
as  to  the  number,  position,  range  of  visibility, 
or  arc  of  visibility  of  lights  required  to-be 
displayed  by  vessels  under  the  act  of  Con¬ 
gress  approved  August  19,  1890  (title  33, 
U.  S.  C.,  secs.  61-141),  entitled  “An  act  to 
adopt  regulations  for  preventing  collisions 
at  sea”;  or  the  act  of  Congress  approved 
June  7,  1897  (title  33,  U.  S.  C.,  secs.  154-231), 
entitled  "An  act  to  adopt  regulations  for 
preventing  collision  upon  certain  harbors, 
rivers,  and  inland  waters  of  the  United 
States”;  or  the  act  of  Congress  approved 
February  8,  1895  (title  33,  U.  S.  C.,  secs. 
241-294) ,  entitled  “An  act  to  regulate  navi¬ 
gation  on  the  Great  Lakes  and  their  con¬ 
necting  and  tributary  waters”;  or  the  act 
of  Congress  approved  August  19,  1890  (title 
33,  U.  S.  C.,  secs.  301-351),  entitled  “An  act 
to  adopt  special  rules  for  the  navigation  of 
harbors,  rivers,  and  inland  waters  of  the 
United  States,  except  the  Great  Lakes  and 
their  connecting  and  tributary  waters  as  far 
east  as  Montreal,  supplementary  to  the  act 
of  August  19,  1890,  entitled  ‘An  act  to  adopt 
regulations  for  preventing  collisions  at  sea’  ”, 
and  all  laws  amendatory  thereto,  shall  not 
apply  to  any  vessel  of  the  Navy  or  of  the 
Coast  Guard,  where  the  Secretary  of  the 
Navy,  or  the  Secretary  of  the  Treasury  in 
the  case  of  Coast  Guard  vessels  operating 
under  the  Treasury  Department,  or  such  of¬ 
ficial  or  officials  as  either  may  designate, 
shall  find  or  certify  that,  by  reason  of  special 
construction,  it  is  not  possible  with  respect 
to  such  vessel  or  class  of  vessels  to  comply 
with  the  statutory  provisions  as  fo  the  num¬ 
ber,  position,  range  of  visibility,  or  arc  of 
visibility  of  lights.  The  lights  of  any  such 
exempted  vessel  or  class  of  vessels  shall,  how¬ 
ever,  comply  as  closely  to  the  requirements 
of  the  applicable  statutes  as  the  Secretary 
shall  find  to  be  feasible.  / 

Sec.  2.  When  the  Secretary  of  tl^e  Navy  or 
the  Secretary  of  the  Treasury,  or  .such  official 
or  officials  as  either  may  designate,  shall 
make  any  finding  or  certification  as  pre¬ 
scribed  in  section  1,  notice  of  such  finding 
or  certification  and  the  character  and  po¬ 
sition  of  the  lights  to  be,  displayed  on  such 
vessel  shall  be  published  in  “Notice  to  Mari¬ 
ners.” 

Sec.  3.  This  act  shall  expire  on  June  30. 
1948.  / 

The  amendments  were  agreed  to. 

The  bill  was  ordered  to  be  engrossed 
for  a  third  reading,  read  the  third  time, 
and  passed. 

APPOINTMENT  OF  CERTAIN  PERSONS  AS 

BRIGADIER  GENERALS  OF  THE  REGU¬ 
LAR' ARMY 

The  bill  (S.  1532)  to  authorize  the  ap¬ 
pointment  of  certain  persons  as  perma¬ 
nent  brigadier  generals  of  the  line  of  the 


Regular  Army  was  considered,  ordered 
to  be  engrossed  for  a  third  reading,  read 
the  third  time,  and  passed,  as  follows; 

Be  it  enacted,  etc.,  That,  notwithstanding 
any  other  provision  of  law,  the  President,  by 
and  with  the  advice  and  consent  of  the  Sen¬ 
ate,  is  authorized  to  appoint  as  permanent 
brigadier  generals  of  the  line  of  the  Regular 
Army  the  following  persons:  Hoyt  S.  Vanden- 
berg,  presently  serving  in  the  temporary  grade 
of  lieutenant  general  in  the  Army  of  the 
United  States;  James  H.  Doolittle,  presently 
serving  in  the  temporary  grade  of  lieutenant 
general  in  the  Army  of  the  United  States; 
Raymond  S.  McLain,  presently  serving  in  the 
temporary  grade  of  lieutenant  general  in  the 
Army  of  the  United  States;  Curtis  E.  LeMay, 
presently  serving  in  the  temporary  grade  of 
major  general  in  the  Army  of  the  uiiited 
States;  and  Lauris  Norstad,  presently  serving 
in  the  temporary  grade  of  major  general  in 
the  Army  of  the  United  States. 

Sec.  2.  Any  persons  appointed  pursuant  to 
the  provisions  of  the  first  section  of  this  act 
shall  be  counted  for  the  purposes  of  provi¬ 
sions  of  law  establishing  the  authorized  num¬ 
ber  of  brigadier  generals  of  the  line  of  the 
Regular  Army. 

APPOINTMENT  OF  ADDITIONAL  PERMA¬ 
NENT  MAJOR  GENERALS  AND  BRIGA-.- 

DIER  GENERALS  IN  THE  REGULAR’ 

'ARMY 

The  bill  (S.  1533)  to  authorize  the  ap¬ 
pointment  of  certain  additional  perma¬ 
nent  major  generals  and  brigadier  gen¬ 
erals  of  the  line  of  the  Regular  Army, 
and  for  other  purposes,  was  Considered, 
ordered  to  be  engrossed  for  st  third  read¬ 
ing,  read  the  third  time,  and  passed,  as 
follows:  \  / 

Be  it  enacted,  eU?.,  Thqt  the  President,  by 
and  with  the  adviceandconsent  of  the  Sen¬ 
ate,  is  authorized  to  -Appoint  as  permanent 
major  generals  of  the  line  of  the  Regular 
Army  the  following  officers  of  the  Regular 
Army  serving  in  the  temporary  grade  of  major 
general  in  the  Army  of  the  United  States : 
Edward  P.  King’f  Jr.,  William  F.  Sharp,  George 
F.  Moore,  George  M.  Parker,  Jr.,  and  Albert 
M.  Jones. 

Sec.  2.7fhe  President,  by  and  with  the 
advice  aB'd  consent  of  the  Senate,  Is  author¬ 
ized  to/appoint  as  permanent  brigadier  gen¬ 
erals  of  the  line  of  the  Regular  Army  the 
following  officers  of  the  Regular  Army  serving 
iiythe  temporary  grade  of  brigadier  general 
in  the  Army  of  the  United  States:  Clifford 
Bluemel,  James  R.  N.  Weaver,  Maxon  S.  Lough* 
William  E.  Brougher,  Joseph  P.  Vachon, 
Charles  C.  Drake,  Bradford  G.  Chynoweth, 
Clinton  A.  Pierce,  Arnold  J.  Funk,  and  Lewis 
C.  Beebe. 

Sec.  3.  The  President,  by  and  with  the  ad¬ 
vice  and  consent  of  the  Senate,  is  authorized 
to  appoint  Luther  R.  Stevens,  an  officer  of 
the  Philippine  Constabulary  serving  as  a  tem¬ 
porary  brigadier  general  in  the  Philippine 
Army,  as  a  permanent  brigadier  general  of  the 
line  of  the  Regular  Army. 

Sec.  4.  Effective  as  of  the  date  of  his  relief 
from  active  duty,  Carl  H.  Seals,  a  retired  offi¬ 
cer  of  the  Regular  Army  serving  on  active 
duty  as  a  temporary  brigadier  general  in  the 
Army  of  the  United  States,  shall  be  advanced 
on  the  retired  list  of  the  Regular  Army  to  the 
grade  of  brigadier  general,  and  shall  receive 
the  retired  pay  provided  by  law  for  officers 
retired  in  that  grade. 

Sec.  5.  Any  persons  appointed  pursuant  to 
the  provisions  of  section  1,  2,  or  3  of  this  act 
shall  be  additional  general  officers  of  the  line 
of  the  Regular  Army  in  the  grades  to  which 
so  appointed  and  shall  not  be  counted  for  the 
purposes  of  provisions  of  law  establishing  the 
authorized  numbers  of  general  officers  of  the 
line  of  the  Regular  Army.  Nothing  in  this 
act  shall  be  deemed  permanently  to  increase 
the  authorized  number  of  general  officers  of 
the  line  of  the  Regular  Army  or  to  authorize 


the  appointment  in  the  grade  of  general  offi¬ 
cer  of  the  line  of  any  successor  to  any  such 
person. 

COMPUTATION  OF  DOUBLE-TIME  CREDITS 
IN  DETERMINING  RETIRED  PAY 

The  bill  (H.  R.  1512)  to  amend  section 
9  of  the  Pay  Readjustment  Act  of  1942 
(Public  Law  607)  by  providing  for  the 
computation  of  double-'time  credits 
awarded  between  1898  anti  1912  in  deter¬ 
mining  retired  pay  was  considered, 
ordered  to  a  third  reading,  read  the  third 
time,  and  passed. 

FLORENTINE  H.  KEELER  AND  OTHERS 

The  bill  (H.  R.  1961)  for  the  relief  of 
Florentine  H.  Keeler  and  others  was  con¬ 
sidered,  ordered  to  a  third  reading,  read 
the  third  time,  and  passed. 

ROBERT  A.  HUDSON 

The  bill  (H.  R.  4018)  for  the  relief  of 
Robert  A.  Hudson  was  considered, 
ordered  to  a  third  reading,  read  the  third 
time,  and  passed. 

NANNIE  BASS 

The  bill  (H.  R.  875)  for  the  relief  of 
Nannie  Bass  was  considered,  ordered  to 
a  third  reading,  read  the  third  time,  and 
passed. 

SUE  FLIPPIN  BRATTON 

The  Senate  proceeded  to  consider  the 
bill  (H.  R.  3198)  for  the  relief  of  the  legal 
guardian  of  Sue  Flippin  Bratton,  a 
minor,  which  had  been  reported  from  the 
Committee  on  Claims  with  an  amend¬ 
ment,  on  page  1,  line  6,  after  the  words 
“sum  of”,  to  strike  out  “$10,030”  and 
insert  in  lieu  thereof  “$8,030.” 

Mr.  McKELLAR.  Mr.  President,  I 
should  like  to  be  heard  on  this  bill.  This 
case  involves  a  young  lady  of  Lafayette, 
Tenn.,  who  while  a  passenger  in  an  auto¬ 
mobile  was  injured  because  of  the  negli¬ 
gence  of  military  authorities.  A  bill  was 
introduced  in  the  House  of  Representa¬ 
tives  by  Representative  Gore  providing 
for  the  payment  of  $25,000.  The  young 
lady  was  very  seriously  injured.  The 
House  passed  the  bill  allowing  her 
$10,000. 

When  the  bill  came  to  the  Senate  it 
went  to  the  Committee  on  Claims,  and 
that  committee  allowed  only  $8,000.  I 
Ijave  a  letter  from  Representative  Gore 
wiiich  I  should  like  to  have  printed  in  the 
Record  which  states  that  that  sum  is 
wholly  inadequate.  I  ask  to  have  the 
letter  printed  in  the  Record. 

There,  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

Congress  op  ..the  United  States, 

Ho^se  of  Representatives, 
Washington,  b.  C.,  November  10,  1945. 
Hon.  Kenneth  McKellar, 

Senate  Office  Balding, 

s^shington,  D.  C. 

Dear  Senator  McKel&ar:  Your  Committee 
on  Claims  lias  favorably,  reported  my  bill, 
H.  R.  3198,  for  the  relief  or(pue  Flippin  Brat¬ 
ton,  but  they  have  amendekit  by  reducing 
the  amount  to  $8,030.  The  skme  thing  was 
attempted  in  the  House  and  af te^  a  floor  fight 
the  House  supported  $10,000. 

Even  $10,000  is  a  measly  amouriVfor  what 
has  happened  to  this  young  lady — tkbeauti- 
ful  girl  of  18  made  an  invalid  for  the\est  of 
her  life.  I  don’t  see  why  the  Government 
should  be  niggardly.  It  may  bs  that  custom 
will  prevent  an  increase  being  made,  but  cer¬ 
tainly  $10,000  is  small  enough.  I  introduced 
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time,  and  I  now  move  that  the  bill  be 
recommitted  to  the  Committee  on  the 
Judiciary. 

Mr.  ELLENDER.  Mr.  President,  the 
Committee  on  Claims  has  been  consider¬ 
ing  similar  bills  for  the  past  8  or  10  years 
to  my  own  knowledge,  and  I  see  no  reason 
at  all  why  the  bill  should  be  transferred 
to  the  Committee  on  the  Judiciary. 

Mr.  McCARRAN.  It  is  not  a  matter 
which  pertains  to  a  claim.  It  is  entirely 
a  matter  which  pertains  to  the  jurisdic¬ 
tion  of  a  court. 

The  PRESIDING  OFFICER.  The 
Chair  is  advised  by  the  Parliamentarian 
that  the  bill  was  properly  referred  to 
the  Committee  on  Claims  because  the 
bill  would  grant  the  Court  of  Claims  the 
right  to  hear  a  case  involving  a  certain 
claim. 

Mr.  McCARRAN.  That  is  a  matter 
which  has  been  handled  by  the  Commit¬ 
tee  on  the  Judiciary  right  straight  along. 

I  desire  to  draw  the  attention  of  the  Sen¬ 
ate  to  the  language  of  the  bill: 

That  jurisdiction  is  hereby  conferred  upon 
the  Court  of  Claims  of  the  United  States,  ' 
notwithstanding  any  prior  determination — ■ 

And  so  forth.  In  other  words,  this 
is  the  conferring  of  jurisdiction  of  a 
specific  matter  to  a  specific  court.  It 
is  a  matter  which  belongs  to  the  Com¬ 
mittee  on  the  Judiciary. 

The  PRESIDING  OFFICER.  Does  the 
Senator  from  Nevada  insist  upon  his  mo¬ 
tion  to  refer  the  bill  to  the  Committee 
on  the  Judiciary? 

Mr.  McCARRAN.  No.  I  ask  that  the 
bill  go  over  at  this  time. 

The  PRESIDING  OFFICER.  The  bill 
will  be  passed  over. 

ESTATE  OF  THOMAS  McGARROLL 

The  Senate  proceeded  to  consider  the 
bill  (H.  R.  3390)  for  the  relief  of  the 
estate  of  Thomas  McGarroll,  which  had 
been  reported  from  the  Committee  on 
Claims,  with  an  amendment,  on  page  1, 
line  6,  after  the  words  “sum  of”,  to  strike 
out  “$5,926.50”  and  insert  “$6,571.50.” 

The  amendment  was  agreed  to. 

The  amendment  was  ordered  to  be  en¬ 
grossed,  and  the  bill  to  be  read  a  third 
time. 

The  bill  was  read  the  third  time  and' 
passed. 

CARL  LEWIS 

The  bill  (H.  R.  1142)  for  the  relief  of 
Carl  Lewis  was  considered,  ordered  to 
a  third  reading,  read  the  third  time,  and 
passed. 

ESTATE  OF  JOHN  R.  BLACKMORE  AND 
LOUISE  D.  BLACKMORE 

The  bill  (H.  R.  2300)  /or  the  relief  of 
the  estate  of  John  R/ Blackmore  and 
Louise  D.  Blackmore  stfas  considered,  or¬ 
dered  to  a  third  re/ling,  read  the  third 
time,  and  passed. 

WESLEY  J.  STEWART 

The  bill  (H.  R.  2029)  for  the  relief  of 
Wesley  J.  Stewart  was  considered,  or¬ 
dered  to  a/third  reading,  read  the  third 
time,  and  passed. 


PATRICK  A.  KELLY 

Tl/  bill  (H.  R.  2595)  for  the  relief  of 
Pat/ick  A.  Kelly  was  considered,  ordered 
te  a  third  reading,  read  the  third  time, 
and  passed. 


ESTATE  OF  ALFRED  LEWIS  COSSON, 
DECEASED,  AND  OTHERS 

The  bill  (H.  R.  1960)  for  the  relief  of 
the  estate  of  Alfred  Lewis  Cosson,  de¬ 
ceased,  and  others,  was  considered,  or¬ 
dered  to  a  third  reading,  read  the  third 
time,  and  passed. 

ESTATE  OF  HARPER  THEODORE  DUKE,  JR. 

The  bill  (H.  R.  2886)  for  the  relief  of 
the  estate  of  Harper  Theodore  Duke,  Jr., 
was  considered,  ordered  to  a  third  read¬ 
ing,  read  the  third  time,  and  passed. 

ESTATE  OF  MATTIE  LEE  BROWN, 
DECEASED 

The  bill  (H.  R.  1316)  for  the  relief  of 
the  estate  of  Mattie  Lee  Brown,  de¬ 
ceased,  was  considered,  ordered  to  a 
third  reading,  read  the  third  time,  and 
passed. 

TRAVEL  PAY  AND  OTHER  ALLOWANCES 

TO  CERTAIN  SOLDIERS  OF  THE  WAR 

WITH  SPAIN,  AND  SO  FORTH 

The  bill  (H.  R.  1192)  granting  travel 
pay  and  other  allowances  to  certain  sol¬ 
diers  of  the  war  with  Spain  and  the 
Philippine  Insurrection,  who  were  dis¬ 
charged  in  the  Philippine  Islands,  was 
considered,  ordered  to  a  third  reading,, 
read  the  third  time,  and  passed. 

JAY  H.  McCLEARY 

The  bill  (H.  R.  1978)  for  th£  relief  of 
Jay  H.  McCleary  was  considered,  ordered 
to  a  third  reading,  read  tlp&  third  time, 
and  passed. 

FRANCIS  A.  UANLEY 

The  bill  (H.  R.  84 ■?)  for  the  relief  of 
Francis  A.  Hanley.  was  considered,  or¬ 
dered  to  a  third  Reading,  read  the  third 
time,  and  passes 

SYBIL  GEORGETTE  TOWNSEND 

The  bill  (-H.  R.  850)  for  the  relief  of 
Sybil  Georgette  Townsend  was  consid¬ 
ered,  or</red  to  a  third  reading,  read  the 
third  tjlhe,  and  passed. 

ROLLA  DUNCAN 

The  bill  (H.  R.  3225)  for  the  relief  of 
Rolla  Duncan  was  considered,  ordered 
to  a  third  reading,  read  the  third  time, 
and  passed. 

JOHN  HAMES 

The  bill  (H.  R.  3011)  for  the  relief  of 
John  Hames  was  considered,  ordered  to 
a  third  reading,  read  the  third  time,  and 
passed. 

ANGELO  GIANQUITTI  AND  GEORGE 
GIANQUITTI 

The  bill  (H.  R.  2836)  for  the  relief  of 
Angelo  Gianquitti  and  George  Gianquitti 
was  considered,  ordered  to  a  third  read¬ 
ing,  read  the  third  time,  and  passed. 

DR.  J.  D.  WHITESIDE  AND  ST.  LUKE’S 
HOSPITAL 

The  Senate  proceeded  to  consider  the 
bill  (H.  R.  2930)  for  the  relief  of  Dr. 
J.  D.  Whiteside  and  St.  Luke’s  Hospital 
which  had  been  reported  from  the  Com¬ 
mittee  on  Claims,  with  amendments,  on 
page  1,  line  5,  after  the  words  “sum  of”, 
to  strike  out  “$3,259”  and  insert  “$1,888”; 
and  in  line  7,  after  the  words  “sum  of”, 
to  strike  out  “$7,828.66”  and  insert 
“$4,596.16.” 

The  amendments  were  agreed  to. 


The  amendments  were  ordered  to  be 
engrossed,  and  the  bill  to  be  read  a  th/d 
time.  / 

The  bill  was  read  the  third  tin/ and 
passed.  / 

The  PRESIDING  OFFICER!  That 
concludes  the  bills  on  the  calendar. 

FINANCIAL  CONTROL  OF  GOVERNMENT 
CORPORATIONS 

Mr.  HILL.  Mr.  President,  when  the 
House  bill  3660,  Calendar  No.  698,  to  pro¬ 
vide  for  financial  control  of  Government 
corporations,  was  reached  on  the  calen¬ 
dar  I  asked  that  the  bill  go  over.  Since 
asking  that  the  bill  go  over  I  have  con¬ 
sulted  with  the  distinguished  majority 
leader,  the  Senator  from  Kentucky  [Mr. 
Barkley],  who  is  a  member  of  the  Com¬ 
mittee  on  Banking  and  Currency,  which 
reported  the  bill.  The  distinguished 
Senator  from  Kentucky  advises  me  there 
is  no  objection  to  the  bill  of  which  he  is 
aware,  and  he  knows  of  no  reason  why 
the  bill  should  not  be  passed  at  this  time. 
Therefore,  Mr.  President,  I  withdraw  the 
objection  I  interposed. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  present  consideration  of 
the  bill. 

There  being  no  objection,  the  bill  (H. 
R.  3660)  to  provide  for  financial  control 
of  Government  corporations  was  consid¬ 
ered,  ordered  to  a  third  reading,  read 
the  third  time,  and  passed. 


CONSIDERATION  OF  CERTAIN  CLAIMS 
BILLS 

Mr.  ELLENDER.  Mr.  President,  there 
are  on  the  desk  five  bills  reported  during 
the  recess  from  the  Committee  on  Claims. 
Favorable  reports  have  been  received  on 
all  five  bills  from  the  various  depart¬ 
ments  involved.  I  ask  unanimous  con¬ 
sent  that  the  five  bills  may  be  considered 
at  this  time. 

Mr.  WHITE.  Mr.  President,  reserving 
the  right  to  object,  I  ask  the  Senator 
when  the  bills  were  reported. 

Mr.  ELLENDER.  They  were  reported 
from  the  Committee  on  Claims  today. 
They  were  supposed  to  have  been  re¬ 
ported  during  the  recess  of  the  Senate. 

Mr.. WHITE.  Are  they  all  claims  bills? 

Mr.  ELLENDER.  Yes;  they  are  all 
claim  bills. 

Mr.  WHITE.  Do  they  come  with  a 
unanimous  report  from  the  Committee 
on  Claims? 

Mr.  ELLENDER.  That  is  correct. 

Mr.  HILL.  As  I  understand,  these  are 
all  bills  for  the  settlement  of  private 
claims  of  individual  citizens. 

Mr.  ELLENDER.  That  is  correct. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  request  of  the  Senator 
from  Louisiana?  ’  The  Chair  hears'none. 

CHARLES  R.  HOOPER 

The  bill  (S.  1480)^  for  the  relief  of 
Charles  R.  Hooper  wa^  considered,  or¬ 
dered  to  be  engrossed  for  a  third  read¬ 
ing,  read  the  third  time,  and  passed,  as 
follows : 

Be  it  enacted,  etc.,  That  the  Sedtetary  of  the 
Treasury  be,  and  he  is  hereby,  authorized  and 
directed  to  pay,  out  of  any  money  in  the 
Treasury  not  otherwise  appropriated,  to 
Charles  R.  Hooper,  of  Washington,  D.  G.,  the 
sum  of  $6,000,  in  full  settlement  of  all  claims 
against  the  United  States  for  personal  in¬ 
juries  sustained  by  Charles  R.  Hooper  while 
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employed  in  the  United  States  navy  yard  at 
Washington,  D.  C„  in  the  year  1894:  Provided, 
That  no  part  of  the  amount  appropriated  in 
this  act  in  excess  of  10  percent  thereof  shall 
be  paid;  or  delivered  to  or  received  by  any 
agent  or  attorney  on  account  of  services  ren¬ 
dered  in  connection  with  this  claim,  and  the 
same  shall  be  unlawful,  any  contract  to  the 
contrary  notwithstanding.  Any  person  vio¬ 
lating  the  provisions  of  this  act  shall  be 
deemed  guilty  of  a  misdemeanor  and  upon 
conviction  thereof  shall  be  fined  in  any  sum 
not  exceeding  $1,009. 

MILDRED  E.  WALDRON 

The  Senate  proceeded  to  consider  the 
bill  (S.  976)  for  the  relief  of  Mildred  E. 
Waldron,  which  had  beefi  reported  from 
the  Committee  on  Claims  with  amend¬ 
ments,  on  page  1,  line  5,  after  the  word 
“of”,  to  strike  out  “$10,000”  and  insert 
“$5,000”;  in  line  6,  after  the  word  “to”, 
to  strike  out  “Mildred  E.  Waldron”  and 
insert  “the  estate  of  Howard  Francis 
Waldron”;  in  line  7,  after  the  word  “of”, 
to  strike  out  “her  claim”  and  insert  “all 
claims”;  and  in  line  8,  after  the  word 
“of”,  to  strike  out  “her  husband”  and  in¬ 
sert  “the  said”,  so  as  to  make  the  bill 
read: 

Be  it  enacted,  etc.,  That  the  Secretary  of 
the  Treasury  be,  and  he  Is  hereby,  authorized 
and  directed  to  pay,  out  of  any  money  in  the 
Treasury  not  otherwise  appropriated,  the  sum 
of  $5,000,  to  the  estate  of  Howard  Francis 
Waldron,  of  Minneapolis,  Minn.,  in  full  satis¬ 
faction  of  all  claims  against  the  United  States 
for  compensation  for  the  death,  on  April  25, 
1944,  of  the  said  Howard  Francis  Waldron, 
who  was  killed  by  the  right  rear  wheel  of  a 
United  States  Government  truck  which  began 
to  move  as  he  was  boarding  it  near  Cathedral 
Bluffs,  Alaska:  Provided,  That  no  part  of  the 
amount  appropriated  in  this  act  in  excess  of 
10  percent  thereof  shall  be  paid  or  delivered 
to  or  received  by  any  agent  or  attorney  on  ac¬ 
count  of  services  rendered  in  connection  with 
this  claim,  and  the  same  shall  be  unlawful, 
any  contract  to  the  contrary  notwithstand¬ 
ing.  Any  person  violating  the  provisions  of 
this  act  shall  be  deemed  guilty  of  a  misde¬ 
meanor  and  upon  conviction  thereof  shall  be 
fined  in  any  sum  not  exceeding  $1,000. 

The  amendments  were  agreed  to. 

The  bill  was  ordered  to  be  engrossed 
for  a  third  reading,  read  the  third  time, 
and  passed. 

The  title  was  amended  so  as  to  read: 
“A  bill  for  the  relief  of  the  estate  of  How¬ 
ard  Francis  Waldron.” 

HAROLD  E.  BULLOCK 

The  Senate  proceeded  to  consider  the 
bill  (S.  905)  for  the  relief  of  Harold  E. 
Bullock,  which  had  been  reported  from 
the  Committee  on  Claims  with  amend¬ 
ments,  on  page  1,  line  7,  after  the  word 
“compensation”,  to  strike  out  “for  per¬ 
sonal  injury  sustained  by  him  and”;  and 
in  line  10,  after  the  word  “which”,  to 
strike  out  “they  were”  and  insert  “she 
was”,  so  as  to  make  the  bill  read: 

Be  it  enacted,  etc.,  That  the  Secretary  of  the 
Treasury  is  authorized  and  directed  to  pay, 
out  of  any  money  in  the  Treasury  not  other¬ 
wise  appropriated,  to  Harold  E.  Bullock,  of 
Las  Vegas,  Nev.,  the  sum  of  $5,000,  in  full 
satisfaction  of:  his  claim  against  the  United 
States  for  compensation  and  for  the  death 
of  his  wife,  Mrs.  Harold  E.  Bullock,  as  a  result 
of  personal  injuries  sustained  by  her,  when 
the  automobile  in  which  she  was  riding  was 
struck  by  a  United  States  Army  vehicle  on 
Highway  No.  66,  near  Oro  Grande,  Calif.,  on 
July  27,  1943:  Provided,  That  no  part  of  the 
amount  appropriated  in  this  act  in  excess 
of  10  percent  thereof  shall  be  paid  or  de¬ 


livered  to  or  received  by  any  agent  or  attorney 
on  account  of  services  rendered  in  connec¬ 
tion  with  this  claim,  and  the  same  shall  be 
unlawful,  any  contract  to  the  contrary  not¬ 
withstanding.  Any  person  violating  the  pro¬ 
visions  of  this  act  shall  be  deemed  guilty  of 
a  misdemeanor  and  upon  conviction  thereof 
shall  be  fined  in  any  sum  not  exceeding 
$1,000. 

The  amendments  were  agreed  to. 

The  bill  was  ordered  to  be  engrossed 
for  a  third  reading,  read  the  third  time, 
and  passed. 

MR.  AND  MRS.  ALLAN  F.  WALKER 

The  Senate  proceeded  to  consider  the 
bill  (S.  1294)  for  the  relief  of  Mr.  and 
Mrs.  Allan  F.  Walker,  which  had  been 
reported  from  the  Committee  on  Claims 
with  an  amendment,  on  page  1,  line  6, 
after  the  word  “of”,  where  it  occurs  the 
first  time,  to  strike  out  “$5,000”  and  in¬ 
sert  “$2,500,”  so  as  to  make  the  bill  read: 

Be  it  enacted,  etc..  That  the  Secretary  of 
the  Treasury  is  authorized  and  directed  to 
pay,  out  of  any  money  in  the  Treasury  not 
otherwise  appropriated,  to  Mr.  and  Mrs.  Allan 
F.  Walker,  of  Sepulveda,  Calif.,  the  sum  of 
$2,500,  in  full  satisfaction  of  their  claims,- 
against  the  United  States  for  compensation 
for  the  death  of  their  son,  Dennis  Allan 
Walter,  who  died  as  a  result  of  burns  received 
by  hftn  when  a  United  States  Army  airplane 
crashed  at  9363  Burnet  Avenue,  in  Sepulveda, 
Calif.,  oh, January  25,  1945:  Provided, That  no 
part  of  the  amount  appropriated  jfi  thjs  act 
in  excess  o*f :  10  percent  thereof  shall  be  paid 
or  delivered 'to  or  received  by  any  agent  or 
attorney  on  account  of  services  rendered  in 
connection  with  this  claim,  and  the  same 
shall  be  unlawful*  any  contract  to  the  con¬ 
trary  notwithstanding.  Any  person  violating 
the  provisions  of  this  act  shall  be  deemed 
guilty  of  a  misdemeanor  and  upon  convic¬ 
tion  thereof  shall  be  fined  in  any  sum  not 
exceeding  $1,000. 

The  amendrp<ent  was  agreed  to. 

The  bill  was  ordered  to  be  engrossed 
for  a  third  reading,  read  the  third  time, 
and  passed. 

WAYNE  EDWARD  WILSON 

The  Senate  proceeded  to  consider  the 
bill/  (S.  1338)  for  the  relief  of  W&yne 
Edward  Wilson,  a  minor,  which  had  b£en 
reported  from  the  Committee  on  Clairhs 
with  an  amendment,  on  page  1,  line  6,  to 
strike  out  “$10,000”  and  insert  “$3,000”, 
so  as  to  make  the  bill  read: 

Be  it  enacted,  etc.,  That  the  Secretary  of 
the  Treasury  is  authorized  and  directed  to 
pay,  out  of  any  money  in  the  Treasury  not 
otherwise  appropriated,  to  the  legal  guar¬ 
dian  of  Wayne  Edward  Wilson,  a  minor,  of 
Lebanon,  Del.,  the  sum  of  $3,000  in  full  satis-  ' 
faction  of  all  claims  against  the  United 
States  for  compensation  for  personal  injuries 
sustained  by  the  said  Wayne  Edward  Wil¬ 
son,  on  August  28,  1944,  and  for  reimburse¬ 
ment  of  medical,  hospital,  and  other  expenses 
incurred  by  him,  as  a  result  of  his  being 
burned  when  he  came  into  contact  with  a 
cable  hanging  from  a  live  electric  wire,  near 
Lebanon,  Del.,  such  cable  having  been 
dropped  onto  the  electric  wire  from  a  United 
States  Army  airplane :  Provided,  That  no  part 
of  the  amount  appropriated  in  this  act  in 
excess  of  10  percent  thereof  shall  be  paid  or 
delivered  to  or  received  by  any  agent  or  at¬ 
torney  on  account  of  services  rendered  in 
connection  with  this  claim,  and  the  same 
shall  be  unlawful,  any  contract  to  the  con¬ 
trary  notwithstanding.  Any  person  violating 
the  provisions  of  this  act  shall  be  deemed 
guilty  of  a  misdemeanor  and  upon  conviction 
thereof  shall  be  fined  in  any  sum  not  ex¬ 
ceeding  $1,000. 


The  amendment  was  agreed  to. 

The  bill  was  ordered  to  be  engross 
for  a  third  reading,  read  the  third 
and  passed. 

The  title  was  amended  so  as 
“A  bill  for  the  relief  of  the  legdl  guar¬ 
dian  of  Wayne  Edward  Wilson,-  a  minor.” 

The  PRESIDING  OFFICER.  That  is 
the  last  bill  included  in  the  request  of  the 
Senator  from  Louisiana. / 

REFERENCE  MANUAL  OF  GOVERNMENT 
CORPORATIONS 

Mr.  BUTLER.  Mr.  President,  I  should 
like  to  say  a  word  of  appreciation  to  the 
acting  majority  leader  for  the  reconsid¬ 
eration  of  House  bill  3660. 

In  that  connection,  in  July  last,  at  the 
close  of  thesession  before  the  recess,  the 
distinguished  majority  leader  asked  that 
a  certahi'  report  prepared  by  the  Comp¬ 
troller,  General  listing  all  Government 
corporations  be  made  a  Senate  Docu¬ 
ment.  It  was  so  ordered.  The  document 
ha$  been  printed  as  Senate  Document  86. 
P  wish  to  make  that  statement  for  the 
benefit  of  Senators,  because  I  know  that 
they  will  all  wish  to  refer  to  Senate  docu¬ 
ment  86.  I  hope  they  will  obtain  copies 
and  refer  to  it  in  connection  with  the  bill 
to  which  I  have  referred. 

EXECUTIVE  SESSION 

Mr.  HILL.  I  move  that  the  Senate 
proceed  to  the  consideration  of  executive 
business. 

The  motion  was  agreed  to;  and  the 
Senate  proceeded  to  the  consideration  of 
executive  business. 

EXECUTIVE  MESSAGES  REFERRED 

The  PRESIDING  OFFICER  (Mr.  Hay¬ 
den  in  the  chair)  laid  before  the  Senate 
messages  from  the  President  of  the 
United  States,  which  were  referred  to  the 
appropriate  committees. 

(For  nominations  this  day  received, 
see  the  end  of  Senate  proceedings.) 

EXECUTIVE  REPORTS  OF  COMMITTEES 

The  following  favorable  reports  of 
nominations  were  submitted; 

By  Mr.  THOMAS  of  Utah,  from  the  Com¬ 
mittee  on  Military  Affairs: 

General  of  the  Army  Dwight  David  Eisen¬ 
hower,  Army  of  the  United  States,  for  ap¬ 
pointment  in  the  Regular  Army  of  the  United 
States  as  the  Chief  of  Staff  with  the  rank  of 
General  of  the  Army,  for  a  period  of  4  years 
from  November  19,  1945,  vice  General  of  the 
Arm£.  George  Catlett  Marshall,  the  Chief  of 
Staff.  \ 

By  Mt.  WALSH,  from  the  Committee  on 
Naval  Affairs: 

Fleet  Admiral  Chester  W.  Nimitz  to  be 
Chief  of  NaVM  Operations  in  the  Department 
of  the  Navy,  fby  a  term  of  2  years. 

By  Mr.  McKEMLAR,  from  the  Committee  on 
Post  Offices  and  i?ost  Roads : 

Sundry  postmasters. 

The  PRESIDING, ^OFFICER.  If  there 
be  no  further  reports  of  committees,  the 
clerk  will  state  the  nominations  on  the 
Executive  Calendar. 
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The  Chief  Clerk  read  the  ‘nomination 
of  William  McChesney  Martin,  Jr.  to  be 
a  member  of  the  Board  of  Directors  of 
the  Export-Import  Bank  of  Washington. 

The  PRESIDING  OFFICER.  Without 
objection,  the  nomination  is  confirmed. 

The  Chief  Clerk  read  the  nomination 
of  Herbert  E.  Gaston  to  be  a  member  of 


[Public  Law  248 — 79th  Congress] 

[Chapter  557 — 1st  Session] 

[H.  R.  3660] 

AN  ACT 

To  provide  for  financial  control  of  Government  corporations. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled ,  That  this  Act  may 
be  cited  as  the  “Government  Corporation  Control  Act”. 

DECLARATION  OF  POLICY 

Sec.  2.  It  is  hereby  declared  to  be  the  policy  of  the  Congress  to 
bring  Government  corporations  and  their  transactions  and  operations 
under  annual  scrutiny  by  the  Congress  and  provide  current  financial 
control  thereof. 

TITLE  I— WHOLLY  OWNED  GOVERNMENT 
CORPORATIONS 

Sec.  101.  As  used  in  this  Act  the  term  “wholly  owned  Government 
corporation”  means  the  Commodity  Credit  Corporation;  Federal 
Intermediate  Credit  Banks;  Production  Credit  Corporations^ 
Regional  Agricultural  Credit  Corporations;  Farmers  Home  Corpo¬ 
ration;  Federal  Crop  Insurance  Corporation;  Federal  Farm  Mortgage 
Corporation;  Federal  Surplus  Commodities  Corporation;  Reconstruc¬ 
tion  Finance  Corporation;  Defense  Plant  Corporation;  Defense 
Supplies  Corporation;  Metals  Reserve  Company;  Rubber  Reserve 
Company;  War  Damage  Corporation;  Federal  National  Mortgage 
Association;  the  RFC  Mortgage  Company;  Disaster  Loan  Corpora¬ 
tion;  Inland  Waterways  Corporation;  Warrior  River  Terminal 
Company;  The  Virgin  Islands  Companj^;  Federal  Prison  Industries, 
Incorporated;  United  States  Spruce  Production  Corporation;  Insti¬ 
tute  of  Inter- American  Affairs;  Institute  of  Inter-American  Trans¬ 
portation;  Inter- American  Educational  Foundation,  Incorporated; 
Inter- American  Navigation  Corporation ;  Prencinradio,  Incorporated ; 
Cargoes,  Incorporated;  Export-Import  Bank  of  Washington; 
Petroleum  Reserves  Corporation ;  Rubber  Development  Corporation ; 
U.  S.  Commercial  Company;  Smaller  War  Plants  Corporation;  Fed¬ 
eral  Public  Housing  Authority  (or  United  States  Housing  Authority) 
and  including  public  housing  projects  financed  from  appropriated 
funds  and  operations  thereof;  Defense  Homes  Corporation;  Federal 
Savings  and  Loan  Insurance  Corporation;  Home  Owners’  Loan 
Corporation;  United  States  Housing  Corporation;  Panama  Railroad 
Company;  Tennessee  Valley  Authority;  and  Tennessee  Valley 
Associated  Cooperatives,  Incorporated. 

Sec.  102.  Each  wholly  owned  Government  corporation  shall  cause 
to  be  prepared  annually  a  budget  program,  which  shall  be  submitted 
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to  the  President  through  the  Bureau  of  the  Budget  on  or  before  Sep¬ 
tember  15  of  each  year.  The  Bureau  of  the  Budget,  under  such  rules 
and  regulations  as  the  President  may  establish,  is  authorized  and 
directed  to  prescribe  the  form  and  content  of,  and  the  manner  in  which 
such  budget  program  shall  be  prepared  and  presented.  The  budget 
program  shall  be  a  business-type  budget,  or  plan  of  operations,  with 
due  allowance  given  to  the  need  for  flexibility,  including  provision  for 
emergencies  and  contingencies,  in  order  that  the  corporation  may 
properly  carry  out  its  activities  as  authorized  by  law.  The  budget 
program  shall  contain  estimates  of  the  financial  condition  and  oper¬ 
ations  of  the  corporation  for  the  current  and  ensuing  fiscal  years  and 
the  actual  condition  and  results  of  operation  for  the  last  completed 
fiscal  year.  Such  budget  program  shall  include  a  statement  of  finan¬ 
cial  condition,  a  statement  of  income  and  expense,  an  analysis  of  sur¬ 
plus  or  deficit,  a  statement  of  sources  and  application  of  funds,  and 
such  other  supplementary  statements  and  information  as  are  necessary 
or  desirable  to  make  known  the  financial  condition  and  operations  of 
the  corporation.  Such  statements  shall  include  estimates  of  operations 
by  major  types  of  activities,  together  with  estimates  of  administrative 
expenses,  estimates  of  borrowings,  and  estimates  of  the  amount  of 
Government  capital  funds  which  shall  be  returned  to  the  Treasury 
during  the  fiscal  year  or  the  appropriations  required  to  provide  for 
the  restoration  of  capital  impairments. 

Sec.  103.  The  budget  programs  of  the  corporations  as  modified, 
amended,  or  revised  by  the  President  shr1!  be  transmitted  to  the  Con¬ 
gress  as  a  part  of  the  annual  Budget  required  by  the  Budget  and 
Accounting  Act,  1921.  Amendments  to  the  annual  budget  programs 
may  be  submitted  from  time  to  time. 

Budget  programs  shall  be  submitted  for  all  wholly  owned  Govern¬ 
ment  corporations  covering  operations  for  the  fiscal  year  commencing 
July  1,  1946,  and  each  fiscal  year  thereafter. 

Sec.  104.  The  budget  programs  transmitted  by  the  President  to  the 
Congress  shall  be  considered  and,  if  necessary,  legislation  shall  be 
enacted  making  available  such  funds  or  other  financial  resources  as 
the  Congress  may  determine.  The  provisions  of  this  section  shall  not 
be  construed  as  preventing  wholly  owned  Government  corporations 
from  carrying  out  and  financing  their  activities  as  authorized  by  exist¬ 
ing  law,  nor  shall  any  provisions  of  this  section  be  construed  as  affect¬ 
ing  in  any  way  the  provisions  of  section  26  of  the  Tennessee  Valley 
Authority  Act,  as  amended.  The  provisions  of  this  section  shall  not 
be  construed  as  affecting  the  existing  authority  of  any  wholly  owned 
Government  corporation  to  make  contracts  or  other  commitments 
without  reference  to  fiscal-year  limitations. 

Sec.  105.  The  financial  transactions  of  wholly  owned  Government 
corporations  shall  be  audited  by  the  General  Accounting  Office  in 
accordance  with  the  principles  and  procedures  applicable  to  com¬ 
mercial  corporate  transactions  and  under  such  rules  and  regulations 
as  may  be  prescribed  by  the  Comptroller  General  of  the  United  States : 
Provided ,  That  such  rules  and  regulations  may  provide  for  the  reten¬ 
tion  at  the  offices  of  such  corporations,  in  whole  or  in  part,  of  any 
accounts  of  accountable  officers,  covering  corporate  financial  transac¬ 
tions,  which  are  required  by  existing  law  to  be  settled  and  adjusted 
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in  the  General  Accounting  Office,  and  for  the  settlement  and  adjust¬ 
ment  of  such  accounts  in  whole  or  in  part  upon  the  basis  of  examina¬ 
tions  in  the  course  of  the  audit  herein  provided,  but  nothing  in  this 
proviso  shall  be  construed  as  affecting  the  powers  reserved  to  the 
Tennessee  Valley  Authority  in  the  Act  of  November  21,  1941  (55 
Stat.  775).  The  audit  shall  be  conducted  at  the  place  or  places  where 
the  accounts  of  the  respective  corporations  are  normally  kept.  The 
representatives  of  the  General  Accounting  Office  shall  have  access  to 
all  books,  accounts,  financial  records,  reports,  files,  and  all  other  papers, 
things,  or  property  belonging  to  or  in  use  by  the  respective  corpora¬ 
tions  and  necessary  to  facilitate  the  audit,  and  they  shall  be  afforded 
full  facilities  for  verifying  transactions  with  the  balances  or  securi¬ 
ties  held  by  depositaries,  fiscal  agents,  and  custodians.  The  audit  shall 
begin  with  the  first  fiscal  year  commencing  after  the  enactment  of 
this  Act. 

Sec.  106.  A  report  of  each  such  audit  for  each  fiscal  year  ending 
on  J une  30  shall  be  made  by  the  Comptroller  General  to  the  Congress 
not  later  than  January  15  following  the  close  of  the  fiscal  year  for 
which  such  audit  is  made.  The  report  shall  set  forth  the  scope  of 
the  audit  and  shall  include  a  statement  (showing  intercorporate  rela¬ 
tions)  of  assets  and  liabilities,  capital  and  surplus  or  deficit;  a  state¬ 
ment  of  surplus  or  deficit  analysis;  a  statement  of  income  and 
expense;  a  statement  of  sources  and  application  of  funds;  and  such 
comments  and  information  as  may  be  deemed  necessary  to  keep  Con¬ 
gress  informed  of  the  operations  and  financial  condition  of  the  sev¬ 
eral  corporations,  together  with  such  recommendations  with  respect 
thereto  as  the  Comptroller  General  may  deem  advisable,  including  a 
report  of  any  impairment  of  capital  noted  in  the  audit  and  recom¬ 
mendations  for  the  retu-u  of  such  Government  capital  or  the  pay¬ 
ment.  of  such  dividends  as,  in  his  judgment,  should  be  accomplished. 
The  report  shall  also  show  specifically  any  program,  expenditure, 
or  other  financial  transaction  or  undertaking  observed  in  the  course 
of  the  audit,  which,  in  the  opinion  of  the  Comptroller  General,  has 
been  carried  on  or  made  without  authority  of  law.  A  copy  of  each 
report  shall  be  furnished  to  the  President,  to  the  Secretary  of  the 
Treasury,  and  to  the  corporation  concerned  at  the  time  submitted 
to  the  Congress. 

Sec.  107.  Whenever  it  is  deemed  by  the  Director  of  the  Bureau  of 
the  Budget,  with  the  approval  of  the  President,  to  be  practicable  and 
in  the  public  interest  that  any  wholly  owned  Government  corporation 
be  treated  with  respect  to  its  appropriations,  expenditures,  receipts, 
accounting,  and  other  fiscal  matters  as  if  it  ivere  a  Government 
agency  other  than  a  corporation,  the  Director  shall  include  in  connec¬ 
tion  with  the  budget  program  of  such  corporation  in  the  Budget  a 
recommendation  to  that  effect.  If  the  Congress  approves  such  recom¬ 
mendation  in  connection  with  the  budget  program  for  any  fiscal  year, 
such  corporation,  with  respect  to  subsequent  fiscal  years,  shall  be 
regarded  as  an  establishment  other  than  a  corporation  for  the  pur¬ 
poses  of  the  Budget  and  Accounting  Act,  1921,  and  other  provisions  of 
law  relating  to  appropriations,  expenditures,  receipts,  accounts,  and 
other  fiscal  matters,  and  shall  not  be  subject  to  the  provisions  of  this 
Act  other  than  this  section.  The  corporate  entity  shall  not  be  affected 
by  this  section. 
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TITLE  II— MIXED-OWNERSHIP  GOVERNMENT 
CORPORATIONS 

Sec.  201.  As  used  in  this  Act  the  term  “mixed-ownership  Govern¬ 
ment  corporations”  means  (1)  the  Central  Bank  for  Cooperatives  and 
the  Regional  Banks  for  Cooperatives,  (2)  Federal  Land  Banks,  (3) 
Federal  Home  Loan  Banks,  and  (4)  Federal  Deposit  Insurance 
Corporation. 

Sec.  202.  The  financial  transactions  of  mixed-ownership  Govern¬ 
ment  corporations  for  any  period  during  which  Government  capital 
has  been  invested  therein  shall  be  audited  by  the  General  Accounting 
Office  in  accordance  with  the  principles  and  procedures  applicable  to 
commercial  corporate  transactions  and  under  such  rules  and  regula¬ 
tions  as  may  be  prescribed  by  the  Comptroller  General  of  the  United 
States.  The  audit  shall  be  conducted  at  the  place  or  places  where  the 
accounts  of  the  respective  corporations  are  normally  kept.  The  rep¬ 
resentatives  of  the  General  Accounting  Office  shall  have  access  to  all 
books,  accounts,  financial  records,  reports,  files,  and  all  other  papers, 
things,  or  property  belonging  to  or  in  use  by  the  respective  corpo¬ 
rations  and  necessary  to  facilitate  the  audit,  and  they  shall  be  afforded 
full  facilities  for  verifying  transactions  with  the  balances  or  securities 
held  by  depositaries,  fiscal  agents,  and  custodians.  The  audit  shall 
begin  with  the  first  fiscal  year  commencing  after  the  enactment  of  this 
Act. 

Sec.  203.  A  report  of  each  such  audit  for  each  fiscal  year  ending  on 
June  30  shall  be  made  by  the  Comptroller  General  to  the  Congress 
not  later  than  January  15,  following  the  close  of  the  fiscal  year  for 
which  such  audit  is  made.  The  report  shall  set  forth  the  scope  of  the 
audit  and  shall  include  a  statement  (showing  intercorporate  relations) 
of  assets  and  liabilities,  capital  and  surplus  or  deficit;  a  statement  of 
surplus  or  deficit  analysis;  a  statement  of  income  and  expense;  a 
statement  of  sources  and  application  of  funds ;  and  such  comments  and 
information  as  may  be  deemed  necessary  to  keep  Congress  informed 
of  the  operations  and  financial  condition  of,  and  the  use  of  Govern¬ 
ment  capital  by,  each  such  corporation,  together  with  such  recom¬ 
mendations  with  respect  thereto  as  the  Comptroller  General  may 
deem  advisable,  including  a  report  of  any  impairment  of  capital  or 
lack  of  sufficient  capital  noted  in  the  audit  and  recommendations  for 
the  return  of  such  Government  capital  or  the  payment  of  such  divi¬ 
dends  as,  in  his  judgment,  should  be  accomplished.  The  report  shall 
also  show  specifically  any  program,  expenditure,  or  other  financial 
transaction  or  undertaking  observed  in  the  course  of  the  audit,  which, 
in  the  opinion  of  the  Comptroller  General,  has  been  carried  on  or 
made  without  authority  of  law.  A  copy  of  each  report  shall  be  fur¬ 
nished  to  the  President,  to  the  Secretary  of  the  Treasury,  and  to  the 
corporation  concerned  at  the  time  submitted  to  the  Congress. 

Seo.  201.  The  President  shall  include  in  the  annual  Budget  any 
recommendations  he  may  wish  to  make  as  to  the  return  of  Government 
capital  to  the  Treasury  by  any  mixed-ownership  corporation. 

TITLE  III— GENERAL  PROVISIONS 

Sec.  301.  (a)  The  expenses  of  auditing  the  financial  transactions  of 
wholly  owned  and  mixed-ownership  Government  corporations  as  pro- 
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vided  in  sections  105  and  202  of  this  Act  shall  be  borne  out  of  appro¬ 
priations  to  the  General  Accounting  Office,  and  appropriations  in  such 
sums  as  may  be  necessary  are  hereby  authorized :  Provided ,  That  each 
such  corporation  shall  reimburse  the  General  Accounting  Office  for 
the  full  cost  of  any  such  audit  as  billed  therefor  by  the  Comptroller 
General,  and  the  General  Accounting  Office  shall  deposit  the  sums 
so  reimbursed  into  the  Treasury  as  miscellaneous  receipts:  Provided 
further ,  That  in  making  the  audits  provided  in  said  sections  the  Comp¬ 
troller  General  shall,  to  the  fullest  extent  deemed  by  him  to  be  prac¬ 
ticable,  utilize  reports  of  examinations  of  Government  corporations 
made  by  a  supervising  administrative  agency  pursuant  to  law. 

(b)  For  the  purpose  of  conducting  such  audit  the  Comptroller 
General  is  authorized  in  his  discretion  to  employ  not  more  than  ten 
persons  without  regard  to  the  Classification  Act  of  1923,  as  amended, 
only  one  of  whom  may  be  compensated  at  a  rate  of  as  much  as  but 
not  more  than  $10,000  per  annum,  and  to  employ  by  contract,  without 
regard  to  section  3709  of  the  Revised  Statutes,  professional  services 
of  firms  and  organizations  for  temporary  periods  or  for  special 
purposes. 

(c)  The  audit  provided  in  sections  105  and  202  of  this  Act  shall 
be  in  lieu  of  any  audit  of  the  financial  transactions  of  any  Govern¬ 
ment  corporation  required  to  be  made  by  the  General  Accounting 
Office  for  the  purpose  of  a  report  to  the  Congress  or  to  the  President 
under  any  existing  law. 

(d)  Unless  otherwise  expressly  provided  by  law,  no  funds  of  any 
Government  corporation  shall  be  used  to  pay  the  cost  of  any  private 
audit  of  the  financial  records  of  the  offices  of  such  corporation,  except 
the  cost  of  such  audits  contracted  for  and  undertaken  prior  to  April 
25,  1945. 

Sec.  302.  The  banking  or  checking  accounts  of  all  wholly  owned 
and  mixed-ownership  Government  corporations  shall  be  kept  with 
the  Treasurer  of  the  United  States,  or,  with  the  approval  of  the 
Secretary  of  the  Treasury,  with  a  Federal  Reserve  bank,  or  with  a 
bank  designated  as  a  depositary  or  fiscal  agent  of  the  United  States : 
Provided ,  That  the  Secretary  of  the  Treasury  may  waive  the  require¬ 
ments  of  this  section  under  such  conditions  as  he  may  determine: 
And  provided  further ,  That  this  section  will  not  apply  to  the  estab¬ 
lishment  and  maintenance  in  any  bank  for  a  temporary  period  of 
banking  and  checking  accounts  not  in  excess  of  $50,000  in  any  one 
bank.  The  provisions  of  this  section  shall  not  be  applicable  to  Fed¬ 
eral  Intermediate  Credit  Banks,  Production  Credit  Corporations, 
the  Central  Bank  for  Cooperatives,  the  Regional  Banks  for  Coopera¬ 
tives,  or  the  Federal  Land  Banks,  except  that  each  such  corporation 
shall  be  required  to  report  annually  to  the  Secretary  of  the  Treasury 
the  names  of  the  depositaries  in  which  such  corporation  keeps  a  bank¬ 
ing  or  checking  account,  and  the  Secretary  of  the  Treasury  may  make 
a  report  in  writing  to  the  corporation,  to  the  President,  and  to  the 
Congress  which  he  deems  advisable  upon  receipt  of  any  such  annual 
report. 

Sec.  303.  (a)  All  bonds,  notes,  debentures,  and  other  similar  obli¬ 
gations  which  are  hereafter  issued  by  any  wholly  owned  or  mixed- 
ownership  Government  corporation  and  offered  to  the  public  shall 
be  in  such  forms  and  denominations,  shall  have  such  maturities,  shall 
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bear  such  rates  of  interest,  shall  be  subject  to  such  terms  and  condi¬ 
tions,  shall  be  issued  in  such  manner  and  at  such  times  and  sold  at 
such  prices  as  have  been  or  as  may  be  approved  by  the  Secretary  of 
the  Treasury. 

(b)  Hereafter,  no  wholly  owned  or  mixed-ownership  Government 
corporation  shall  sell  or  purchase  any  direct  obligation  of  the  United 
States  or  obligation  guaranteed  as  to  principal  or  interest,  or  both, 
for  its  own  account  and  in  its  own  right  and  interest,  at  any  one  time 
aggregating  in  excess  of  $100,000,  without  the  approval  of  the  Secre¬ 
tary  of  the  Treasury:  Provided ,  That  the  Secretary  of  the  Treasury 
may  wraive  the  requirement  of  his  approval  with  respect  to  any  trans¬ 
action  or  classes  of  transactions  subject  to  the  provisions  of  this  sub¬ 
section  for  such  period  of  time  and  under  such  conditions  as  he  may 
determine. 

(c)  The  Secretary  of  the  Treasury  is  hereby  authorized  to  exercise 
any  of  the  functions  vested  in  him  by  this  section  through  any  officer, 
or  employee  of  any  Federal  agency  whom  he  may  designate,  with  the 
concurrence  of  the  head  of  the  agency  concerned,  for  such  purpose. 

(d)  Any  mixed-ownership  Government  corporation  from  which 
Government  capital  has  been  entirely  withdrawn  shall  not  be  subject 
to  the  provisions  of  section  302  or  of  this  section  during  the  period 
such  corporation  remains  without  Government  capital.  The  pro¬ 
visions  of  subsections  (a)  and  (b)  of  this  section  shall  not  be  appli¬ 
cable  to  Federal  Intermediate  Credit  Banks,  Production  Credit 
Corporations,  the  Central  Bank  for  Cooperatives,  the  Regional  Banks 
for  Cooperatives,  or  the  Federal  Land  Banks,  except  that  each  such 
corporation  shall  be  required  to  consult  with  the  Secretary  of  the 
Treasury  prior  to  taking  any  action  of  the  kind  covered  by  the  pro¬ 
visions  of  subsections  (a)  and  (b)  of  this  section,  and  in  the  event  an 
agreement  is  not  reached,  the  Secretary  of  the  Treasury  may  make  a 
report  in  writing  to  the  corporation,  to  the  President,  and  to  the 
Congress  stating  the  grounds  for  his  disagreement. 

Sec.  304.  (a)  No  corporation  shall  be  created,  organized,  or  acquired 
hereafter  by  any  officer  or  agency  of  the  Federal  Government  or  by 
any  Government  corporation  for  the  purpose  of  acting  as  an  agency 
or  instrumentality  of  the  United  States,  except  by  Act  of  Congress 
or  pursuant  to  an  Act  of  Congress  specifically  authorizing  such  action. 

(b)  No  wholly  owned  Government  corporation  created  by  or  under 
the  laws  of  any  State,  Territory,  or  possession  of  the  United  States 
or  any  political  subdivision  thereof,  or  under  the  laws  of  the  District 
of  Columbia,  shall  continue  after  June  30,  1948,  as  an  agency  or 
instrumentality  of  the  United  States,  and  no  funds  of,  or  obtained 
from,  the  United  States  or  any  agency  thereof,  including  corporations, 
shall  be  invested  in  or  employed  by  any  such  corporation  after  that 
date,  except  for  purposes  of  liquidation.  The  proper  corporate 
authority  of  every  such  corporation  shall  take  the  necessary  steps  to 
institute  dissolution  or  liquidation  proceedings  on  or  before  that 
date:  Provided ,  That  prior  thereto  any  such  corporation  may  be 
reincorporated  by  Act  of  Congress  for  such  purposes  and  term  of 
existence  and  with  such  powers,  privileges,  and  duties  as  authorized 
by  such  Act,  including  the  power  to  take  over  the  assets  and  assume 
the  liabilities  of  its  respective  predecessor  corporation. 

Approved  December  6,  1945. 
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